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PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND CURRENT
POSITION.

I am John Badal, Vice President and General Manager — New Mexico, for Qwest
Corporation (“Qwest”). My business address 1s 400 Tijeras, NW, Albuquerque,

NM 87102.

PLEASE DESCRIBE YOUR RESPONSIBILITIES IN YOUR CURRENT
POSITION.

1 am responsible for the development and management of public policy,
regulatory and legislative issues as they relate to the delivery of
telecommunications services within the State of New Mexico, which include the
construction of telecommunications infrastructures, the delivery of
telecommunications services, and the improvement in quality of those services in

New Mexico.

PLEASE DESCRIBE YOUR EDUCATION, QUALIFICATIONS AND
EXPERIENCE.

I received a Bachelor’s Degree in Latin American Literature from Temple
University, summa cum laude, in 1972. In 1974 1 received a Master’s Degree in
Latin American Literature and a separate graduate certificate in Latin American
Affairs, both also from Temple. 1 was awarded a Fulbright Scholarship for

doctoral research in Peru in 1974-75. I began my career in the
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telecommunications field in 1980 as state manager for Government Relations with
Mountain States Telephone & Telegraph Corporation and advanced to director of
Law & Government Affairs for AT&T for a 4-state region from 1983-1998. In
1998, 1 joined a public affairs consulting firm, Border States Policy Group,
headquartered in Phoenix, AZ , and became president of the firm in 1999. In
August of 2000 I joined Qwest Corporation in my current position. In my
capacity as public policy manager for past and present telecommunications
companies, and as a private consultant, I have conducted extensive research on
various telecommunications delivery systems and authored several papers on
alternative telecommunications technologies for the provision of high speed
Internet services in rural states. Portions of my papers have been added to the
New Mexico Governor’s white paper on telecommunications policy, completed in

1999,

HAVE YOU PREVIOUSLY TESTIFIED IN FORMAL PROCEEDINGS
BEFORE THIS COMMISSION OR ITS PREDECESSORS?
Yes, I submitted wntten testimony, and stood for cross-examination on that

testimony in Utility Case No. 3215, Qwest's Alternative Form of Regulation.

DID YOU ALSO FILE AN AFFIDAVIT IN THIS CASE ON OCTOBER 5,
2001?
Yes. 1 filed an Affidavit that documented certain updated and additional

information that 1 obtained regarding the extent to which local exchange service is
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provided to residential custorners in New Mexico by carriers competing with
Qwest. That Affidavit, which 1 incorporate in my testimony, is attached as

Exhibit JWB - 1.

DO YOU HAVE UPDATED INFORMATION ON THE SUBSTITUTION
OF QWEST'S WIRELINE SERVICE BY THE PCS WIRELESS SERVICE
OF CRICKET COMMUNICATIONS SINCE THE FILING OF YOUR
AFFIDAVIT?

Yes. Ihave additional information about how Cricket is aggressively positioning
its PCS wireless service to consumers as an altemative to traditional landline
service. My previously filed Affidavit noted that Cricket is utilizing billboard
advertisements, its website, and prime-time television advertising to promote its
service as an alternative to conventional landline service. Since that Affidavit
was filed, I have received a Cricket direct mailer targeted to consumers with
teenage children. Like the television advertisements mentioned above, the mailer
enthusiastically promotes the simplicity and attractiveness of Cricket's local
services as a strong alternative to landline service:

Don't get another phone line. Get Cricket!

Another home phone Cricket wireless phone

Expensive installation charges - Up to $75 ¢ No installation charges!

Wait around for the installer. Will they show
up?

Pick up your new phone at your convenience!

High monthly bill

One low price - $29.95 for all local calls

Unpredictable charges

You pay the same low price every month




12

13

14

15

16

17

18

19

20

21

22

New Mexico Public Regulation Commission
Utitity Case No. 33269

Direct Testtmony of John Badal

Page 4 of 5

Hard-wired to the house »  Take Cricket with you all around town!

See Exhibit JWB-2 for a complete copy of the direct mailer.

DO YOU HAVE PERSONAL KNOWLEDGE THAT SOME
RESIDENTIAL CONSUMERS ARE, IN FACT, SUBSTITUTING
CRICKET'S PCS WIRELESS SERVICE FOR QWEST'S TRADITIONAL
LANDLINE SERVICE ?

Yes. I have had conversations with a number of consumers who have opted for
Crnicket PCS wireless service in place of their previous Qwest wireline service or
in lieu of obtaining a second telephone line. 1 have found that numerous factors
might lead consumers to make such a decision. For example, the Cricket direct
mailer discussed above targets parents who may wish to disconnect their
teenager’s second line and replace it with a Cricket phone to more easily keep in
contact with the teenager. In other cases, there may be multiple parties living in a
single home, each of whom needs his or her own telephone line; Cricket offers
such consumers the advantages of individual billing, privacy, and mobility. Still
other consumers may simply like the concept of having access to their phone at all
times, whether they are at home or at the grocery store. Attached as Exhibit
JWB-3 are the Affidavits of several consumers who have opted for Cricket PCS
wireless service in place of Qwest wireline service.

WHAT DO YOU CONCLUDE?
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The evidence presented to the Commussion in my Affidavit filed October 5, 2001
and as updated in this testimony today, demonstrates that Cncket is actively
marketing its wireless PCS service as a substitute for traditional wireline
telephone service, and that a number of customers in New Mexico are buying
Cricket’s service to replace their telephone lines or in lieu of getting a second line.
As a result, Cricket is directly competing with Qwest in the residential telephone
service market in New Mexico. This evidence, coupled with evidence provided
by Mr. Teitzel in this proceeding, shows that consumers in New Mexico have
access to competitive alternatives for residential telephone services. I respectfully
request the Commission to find that local exchange competition for the residential
customer is in existence in New Mexico, and therefore, that Qwest has fully

satisfied Track A requirements in this state.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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I, John W. Badal, being first duly sworn, depose and state that I am the individual whose
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SUBSCRIBED AND SWORN TO before me this _15th day of November, 2001.

T s RD ) ?

_\'-;»' SRR Notary Public

- - - . -

-

My Cominjssion Expires: __{ ~ 320853
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CORPORAT!ION’S SECTION 271

APPLICATION AND MOTION FOR Utility Case No. 3269
ALTERNATIVE PROCEDURE TO

MANAGE THE SECTION 271 PROCESS

AFFIDAVIT OF JOHN W, BADAL

STATE OF NEW MEXICC )
) ss,
COUNTY OF SANTA FE }

I, John W. Badal, being first duly sworn, depose and state that:

1. I am John W. Badal. My business address is 400 Tijeras Ave.
N.W., Albugquerque, NM 87102. 1 am employed by Qwest Corporation as Vice
President - New Mexico.

2. | am submitting this affidavit in order to document certain updated
and additional informaticn that | have obtained regarding the extent t¢ which
local exchange service is provided to residential customers in New Mexico by
carriers competing with Qwest. Testimony concerning this subject was heard in
the multistate 271 workshop proceedings in June 2001. To the best of my
knowledge, information and belief, the information | am submitting in this
affidavit was nct available at the time of those proceedings regarding the extent
of competition in the New Mexico local exchange residential market.

3. Under the terms of the Telecommunications Act of 1996 {the Act),

Competitive Local Exchange Carriers (CLECs}) may use any of three means 1o



compete with Qwest in the local exchange market: resale of Qwest's services,
use of Unbundled Network Eiements (UNEs) and provision of service via CLEC-
cwned facilities. The FCC has ciassified CLECs providing services either via
UNEs or via CLEC-owned facilities as facilities-based providers.” CLECs are
continuing to utilize all three means of serving local exchange customers in New
Mexico. Additionally, wireless providers have recently begun to offer attractive,
flat-rated pricing options in New Mexico positioned as alternatives to traditional
landline services. It is noteworthy that Qwest’s residential access line base has
decreased from 607,907 in December 2000, as reflected in the direct testimony
of Mr. David L. Teitzel filed March 30, 2001, to 604,898 as of July 31, 2001
(the most current tracking data availabie}). Standard indicators, such as new
housing permits, suggest that the number of residences in New Mexico has
continued to grow. For example, the average number of residential housing
permits issued for the Albuquergue/Rio Rancheo area frem September. 1999 to .
August 2000 was 327, while average number of permits issued for this area
from September 2000 to August 2001 was 329, an increase of 22%.% While
Qwest does not have current statewide information regarding housing permits,

we do have that information for two counties: Bernalillo and Dofia Ana. In

" See Memorandum and Order, Application of Ameritech Michigan Pursuant to Section 271 of the
Communications Act of 1934, as amended To Provide In-Region, InterLATA Services in Michigan,
12 FCC Red 20543, 20577-98, €994-101 {1987} ("Ameritech Michigan Order”).

AFFIDAVIT - Page 2



Bernalillo County, single family housing starts were up 9.2% through August
20017, while housing starts in Dofa Ana County were up 4.9% over the same

eriod.> The decline in Qwest's residential access line base indicates that
P

M MAEQM& %/U\W(_,(/
CLECs sare providing service to residential customers and some of Qwest's

residential customers are opting for alternative services in New Mexice. In the
following sections, | discuss updated and new information focusing on the
extent to which telephony providers are utilizing these means to provide
alternative local exchange services to residential customers.

4. Facilities-based CLECs are required to provide current info

regarding residential and business access lines they serve tc the E&11 database

administrator. Both Verizon and SBC manage their own E¥11 databases, have

direct access to this information, and have repcrted this data in state and FCC

filings requesting Section 271 relief. This infprmation has been viewed by the

FCC and state zgencies as credible evidghce of the presence of facilities-based

competition in the residential and Bisiness markets. Qwest does not manage

its ES11 database internallyy/ and instead contracts with an outside agency,

Intrade, 10 manage thig/information. At the time of the filing of Mr. Teitzel's

direct and rebuttalAfestimony, March 30, 2001 and May 23, 2001 respectively,

? Source: “The Albuguergue New Housing Market Letter,” 2 Monthly Publication of Datatrag,
September 2001,
? www .census.gov/ftp/pub/const/www/permitsindex

AFFIDAVIT - Page 3



E911 information was available only at an aggregated level, and resideny

business breakdowns were not available. However, Intrado produgéd a report

for Qwest on September 28, 2001 displaying ES11 recorg”information in

separate residential and business categories. As of that da%e, the New Mexico

E9Q11 facilities-based wireline CLEC telephone number” “in service” counts, as

self-reported by the CLECs, were:
Residence Business
4,796 19,144
It is important to note that thede quantities include no resoid lines and no
UNE-P lines, both rof which are reported and tracked separately. Additionally,
this £911 data does not ingiide any wireless numbers, only wireline CLEC data.
Instead, this informatiof only reflects CLEC access line records associated with
local exchange sepvices provided on a facilities-basis (via stand-alone unbundled

loops or CLEZ-owned facilities). These E211 numbers are not estimates made
1. They are CLEC-reported numbers.

5. A total of 36 CLECs currently have tariffs on file with the New
Mexico Public Regulation Commission (NMPRC) to provide local exchange
service to residential customers. Attachment A to this affidavit displays the

name of each CLEC for which Qwest has obtained current tariff information, the

tariff rate listed for the flat residential iocal exchange service offered by the

AFFIDAVIT - Page 4



CLEC and any applicable notes clarifying the fisted tariff rate. |If the listed
residential flat rates vary by rate group, only the highest rate (typically Rate
Group 4} is shown on this attachment. Clearty, the CLECs shown on the
attachment are targeting the residential local exchange market in different ways.
For exampie, NOW Communications, MaxTel and LTS New Mexico appear to be
targeting residential local exchange customers with high credit risk by providing
prepaid services at relatively high recurring rates. In contrast, (Genesis
Communications offers only measured residentia! service (flat-rated service is
not offered) at a low price to customers with low outbound telephone usage
characteristics. The remainder of the CLECs shown on this attachment show
price points for flat residential service falling generally between these ranges.
This information shows that there is currently a significant number of CLECs
who have received tariff approval by the NMPRC to provide local exchange
service to residential customers and are now positioned to serve that market.

B. While a number of wireless providers are now marketing services in
New Mexico, Cricket Communications (Cricket}) has recently entered the market
and is aggressively positioning its PCS wireless service to consumers as an
alternative to traditional iandiine service. It is important to note that, in its
second Louisiana order in CC Docket No. 98-121, the FCC stated “"we conclude

that the broadband PCS service offered by the PCS providers at issue in this

AFFIDAVIT - Page 5



application, which provides two-way mobile voice service, gualifies as telephone
exchange service for purposes of Track A.”* Regarding PCS services as a
substitute for landline services, the FCC stated in the same order “evidence of
marketing efforts by broadband PCS providers designed to induce such
replacement are also relevant.”” Cricket’s New Mexico services qualify on both
counts.

7. As stated on its web site,® Cricket currently offers flat-rated
wireless iocal calling service “in Chattanooga, Nashville, Knoxville, Memphis,
Tulsa, Greensboro, Charlotte, Little Rock, Wasatch Front, Tucson, Spokane,
Puebio, Hickory, Macon, Pittsburgh, Fort Smith, Albuquerque, Santa Fe znd
Wichita.” (emphasis added). As shown in Attachment B, obtained from the
Cricket web site, the Cricket local service is now offered at a flat rate of $29.95
per month in Albugquerque and Santa Fe. For this price, the customer can make
unlimited calls within the lccal Cricket calling area.  As shown cn Attachment
C, incoming calls from anywhere in the world are included at no additional
charge In the flat monthly rate for the service. Leng distance calls are

attractively priced at a $0.08 per minute.

¢ Memorandum Opinion and Order, Application of Bell South Corporation, et al, for Provision of in-
Region, interfata Services in Louisiana, 13 FCC Recd. 205989, 20620, 425 (1988).

®id at 20624, $31.

& www .cricketcommunications.com

AFFIDAVIT - Page 6



8. Cricket Communications is a subsidiary of Leap Wireless
international, and is based in San Diego, California. In the Leap Wireless
Quarterly Report (SEC form 10-Q), dated May 15, 2001, the company stated
that “our innovative Cricket strategy is designed to extend the benefits of
mobility to the mass market by offering wireless service that is simple to
understand and use, and priced competitively with traditional landline service.”
(Attachment D). Leap Wireless is clearly pursuing a strategy around
encouraging customers to substitute their wireless product for traditional
wireline services, and recently stated:

In the spirit of the 19296 Telecom Act, Leap has created
competition with both the incumbent local exchange carriers

(ILECs) as well as the existing wireless carriers. Leap is
committed to providing its customers with service that

resembles wireline telephony in everything - except its
immobility.’
9. In a February 22, 20071 article by Carolyn Appelman of the

Albuquerque Journal, John Clark, Cricket's New Mexice general manager stated
that Cricket's “...affordable service is great for parents who are thinking of
adding a second line for the kids. Except it comes with the added advantage of

mom and dad being able to keep track of them. One thing we are noticing is

" Leap Wireless International, inc. Petition for Partial Waiver of ES11 Phase !i Implementation
Milesiones, Revision of the Commission’s Rules to Ensure Compatibility with Enhanced 871
Emergency Calling Systems, CC Docket No. 94-102, at 4 (filed August 23, 20C1).

AFFIDAVIT - Page 7



over 7 percent of our customers are cutting their home phone services.”
{Attachment E). This article aiso highiighted that popular features such as voice
mail, Caller I.D. and call waiting can be added to the Cricket service for $3.85
per month for the first feature and $2.00 for each additional feature. A package
consisting of all three features is priced at $7.95 per month. In another
Albuguergue Journal article, entitled “The Freedom Phone” and dated
September 10, 2001, two New Mexico residents are cited as being examples of
the type of customers who are actually substituting wireless service for
traditicnal landline services {(Attachment F}. The first, Penelope Cisneros,
stated “In terms of convenience, it's a lot better. | don't think 'd ever go back
to having just a land line.” The second, Gail Hilliard of Albuquerque reported
that she gave up her land line for a wireless phone “"because she is constantly
on the road,” and her wireless phone means “your home phone is wherever you
are.” Clearly, a segment of the population views wireless service to be a viable
alternative to traditional landline service.

10. In the its Sixth Annual Report on the State of Competition in the
Wireless Industry,® released July 17, 2001, the FCC examined the extent to

which wireless phones are competing with traditional landiine service. At page

¢ Annual Report and Analysis of Competitive Market Conditions with Respect 1o Commercial Mobile
Services, iImplementation of Section 6002(b) of the Omnibus Budget Reconciliation Acct of 1883
{6 Annual CMRS Report), FCC 01-182.

AFFIDAVIT - Page 8



32, the FCC stated “according to a recent study by the Yankee Group, about 3
percent of mobile telephony users rely on their wireless phone as their only
phone.” {Attachment G). Further, at page 33, the FCC cited & study conducted
by iDC concluding that “12 percent of respondents said they purchased a
wireless phone instead of installing an additional wireline phone.” {Attachment
H). The referenced IDC study, which was conducted in December 2000 and is
attached in its entirety as Attachment |, specifically addresses the Cricket
wireless service at page 4, and concludes “over 60% of its subscribers report
using their wireless phones as their primary phones, and 7% reported cutting
their landline completely.”

11. Cricket is actively marketing its services in Albuguergue and Santa
Fe via billboard ads, its web site, and prime time television advertising.
Attachment J is a writlen transcript of two television ads appearing on Channel
7. KOAT, in Albuguergue cn September 25, 2001 between 5:00 and 7:00 p.m.
Both ads clearly are targeted to New Mexico residential consumers and feature
the simpiicity and attractiveness of Cricket's local services as a strong
alternative to landline service. Qwest has in its possession a video tape copy of
both ads, and is willing to provide a copy tc interested parties upon request 1o

Qwest counsel.

AFFIDAVIT - Page 9



12. At the time Qwest's direct testimony was filed in the Multistate
docket in March 2001, and at the time of the Track A/Public Interest workshops
in June, Cricket's presence as a viable alternative to Qwest’'s residential local
exchange service was In its very early stages, and Cwest had virtually no
information n its possession regarding this competitor. However, the evidence
provided in this affidavit ciearly shows that Cricket is now actively marketing its
services in New Mexico as a direct, facilities-based substitute to Qwest's
residential local exchange services.

Date: October 5, 2001

N\
\i.\ r'_ﬁ\\d
SN :
C\\\" \\?_\s\ o .-;,f . -\:\
JORN-W.BADAL T~
SUBSCRIBED AND SWORN to before me this 5™ day of October, 2001.
//—--7‘7
T / 5 {
‘./_‘, / ’ ( A L :
\f e b ’\’-\\ fae 47~y
NOTARY PUBLIC T L

- )

My Commission Expires:

,"//? 7 //_",":1
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Atachment &

Pag= 1

ACTIVE CLECRESIDENTIAL LOCAL ENCHANGE TARIFFS

CLEC

NOW Communications
MaxTel Communicatons
Maxzcess inc

LTS New Mexico

IVIT Communications

IP Voice Communmcations

lenex Communications
Western Interacuve

Integra Tejecom

HIN Telecom

Giobal Teiehnk

Genesis Communications
ServiSense

NTS Communications
Reconex

Emergent Communications
DPI Teleconnect

DMIJ Communications
CommSouth

RezaNet

PVT Networks

Premizre Nerwork Services
Choclaw Communications
CONM Inc

Brooks Fiber

American Fiber Network
Alhel

Advanced Telecom

S0U vetworks USA

INNEW MEXNICO

FLAT RESIDENTIAL
RECURRING RATE

$46.00

$45.99

$16.16

$46.93

13% discount from (west
rates

$16.16

$13.75
$50.80

$19.00
516.16
£16.16
§4.92 ~ usage
$20.66
$8.30
§44.99
§10.66
§33.50
$4G6.00
§41.99
$9.50
$19.595
$10.66
$245.00
£44.0G0
§23.31
$15.00
$£31.00
$16.16
slolo

NOTES
Prepaid service
Rate Class 4
Resale

Rate Class 4, hilled
One month In
advance

Billed one month in
advance

“Metro” rate

Rate Class 4

Rate Class 4
Measured onlv
Rate Group 4
Statewide raze
Resale

Statewide rate
Resale

Resale

Resale

Statewide rate
Statewide rate
Rate Groups 2.3.4
Statewide rats
Statewide rate
“Large Metropohtan”™
Raie

S:atewide rate
Statewide rate
Rate Group 4

. s, MR I |
Raie Class 4



Z-Tel Communicanons

Yucea Communications
Tularcsa CoOmMMmuUNicanons
Tehcor

- A -
Liniversal Access

Teiera Commuunicaiions

ServiSense

TOTAL: 36

200 minutzs Toil
Porales oniy
Ajamegorde only
Rate Group 4

Rate Group 4

Rate Group 4, bijled

LI

one month i1 advance

A

Rate Group 4
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:
Albuguergue and Santa Fe Areas CT.|C:

Selec! the Albuguergue or Santa g Service
Areas for §29 .82 z month, plus tax or make calls
ir both Service Areas for an aoditiona $10 8

month Divs tax.

LT NCRERNEI SRl

» Coverace Macs
e Whera (o Suv Tricket in AibuGueraoue and Santma Fe
& Whers 1o Pav Tricketirn Aibcouersue anc Santg Fe

Calling Long Distance
Call anywnere in the Unitec States from anywnere in the Cricket Service Arez.

Just dial fike you o from your home phene: 1 + (area cede) + pnone number.

Cncket Long Distance is comfonable anc afordable, and could cost you less than
caliing from your nome phorie. Tnat's because there are no surpnses or hicden
charges:

Ore low cost per mirete (€ cents)

No montnly service charpe

Ne minimum usage charge

No taxes agdec on

Nc montnly bill

Minutes don't expire as lang as you remain a Cricket customer

Calling Directory Assistance
Call far pnone numoer information from anywhere in the Cricket Service Arez.

Just dial like you co from your horme phone: 411,
Tne operator will give vou the local phone number.
Cricket Directory Assistance is comforiable and afforaaole:

*  Only 50 cents per call

Refiiling

You put money in vour Cnicket sheone "gas tank” anc then
usSe It 1C pay for your long aistance calls (just & cenis 2
rminute) and directory assistance cails (ust 30 zenis = call).
vVou'll hear 2 message when it's time 1o refill, You can aad
310 or more to your ‘ank a! any lime

You can also add more money 1o your gas iank v saving
an exrra amount an your regular Cricket oill each menth.




ekt - SUDDUR A AT W ChZanilomimwrnicsions cuny e asp

AOLimen: T

[ ]
Support - Fraquently Asked Questions Cr]C ]

“ne foliowing are our more frequently askec questions:

¢ Where zan | use mv Tricket shone?
& Whnatillam outside the Tricker servige area”?
¢ Deoizaviorircomine czalls?
]
L ]
L ]

Cen lsurcnase other igatura2s or servicas ‘for my shone?

Can | mare 'eng fdistance and 4711 directory assistance 2alls?

How dn ! mzke 3 long cistance cali? What de § dial”?

Whnera 2ar i call using Cricket’'s ono distance sarvice?

How do | 2av for mv servige 2a¢h month?

Where car S ourcngs2 meore onones’”

Can |l choose my telephcne number?

s Criceet sarvice anzlecg or digial”

I have 3 ohone from another wireiess provider: can | use i?

Can | orger my service bv the phone or from this web site?

Can ! order mv service over the weh?

Coes Trickzi sall phyone accassgries”?

Can ! purchase a nancset or accessories over the phone or weh?
Can ! downlcag rincer tones from the internet to mv Cricket ghoneg?
How go lreirteva my voize mail messaces in my voice mail sox?
Does the envelone Sutton ¢on the Cricket pnone show me | have voice
mail messaces”

¢ Canlchange myv Cricket telenhone aumber?

® @ & & & & 5 » = S & »

0o

Where can t use my Cricket phone?

A: You can make anc recewve calls as long as you are in the Cricket Sarvice
Arez. Cricket ras carefully designed trne area so that The Around-Town Fhane
will work where moest peonie live, work and play. Please refer 1o the Trckel
service mag for vour gitv 1o find out wnere vour Cricket phone will work,

[Zazv ic ion !
Q: What if | am outside the Cricket service area?

A: Cricketl service is designec to be used wnere you live, work anc play. It will not
work outside of the Cricket service area.

[Zack e lag)

2

Do | pay for incoming calls?

Ar witt Cricket, all incoming calls from anvwhere in the world are includec in your
monthly service price Tnere are n¢ aoditional cnarges for incoming cails.
{ Zoar v lop)

Q: Can!purchase cther features or services for my phone?

A: Yes, aaditonal featres include veice mail, call waiting. anc caller i.¢.

Cricket aise offers 2 Pnone Seplacement Plan, for protecuon agains: theft or

accigenial less or carmage.

Ll ]

2

Can ! make long distance and 411 directory assistance calls?

A: Yes, from anywhere In the Cricket service area. Simpiy dial 2s you would from
your phone: 1 = areg code -~ prnone number for long cisiance calls, or 217 for
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Ve mccs 2 1-,:d or urplizd by sueh forward-loolung siztements dus o nsks and unceramnie
4ssociated with our business. Factors that could zause ectaal results to &iffer include, but are not limired
ju chenges it the =20nomIC condinons of the various markers our subsidiansas serve wieh cenid
ads zesely effect the marke: for mr:l:ss services; our abllily 10 accass capilal markets; a falure io meer
i operan ronal, financial or other covenants contained in our credit facilines; our ability to r"Hom
neTworks 1 accordance with our plans, including receivine equipmen: and backhaunl and interconnaction
facihivies on scheduele fom third ,.a“.-s failure of per work systems [0 periorm according to
¢ypectanons; the efect of compenton, 1ne acceptance of our product offering by our target cusIcmers;
our ability 15 T2lalp cusiomers; ow amh*y 10 malntain our cost, ::xa.k peneTaion and pricing sacturs
m the face of ccmpem;on uncemainiies relanng 10 negotiating and execuing deAnilive agreements ang
the z2ility e close pend mg TaTSactions ansc*m::c IC this Tepory; 2t nnolormau chalienzes i developing
wireles: data services and customer acceplance of such services if develop=d: cur ability o integrala the

Sumnesses and ‘wnnolm 25 we acguire, ruings by courts or the FCC adversely atfecting our rights to

b

oven and/or operate cariain wirsjess licenses; and other factors detailed 1n the section entitled "Rask

Fectors” inciuded :lsewha.—a i this report and in our other SEC Zlings. The forward-locking statements

aonid b considered i the comext of these nisk factors. Investors and prospective nvest“" are
ua;:zwncd not 1o place undue reliznce on such Torward-looking statements. We undertake no oblization
to publicly updartz cor revise eny {orward-iocking statements, whether as a result of new information,

fture ovenTs or otherwise.
OVERVIEW
Leap s a wireless communications carrier that is providing innovaive, afforézble, simple wireless

services designed to accelerate the wansfonmarion of wireless service inte a mass consumer product. Wa
22neTaily seek Lo address a much broader population segrzent than wadinonal wireless providers have

sidrossed o datg. In the ULS., we zre offerizng wirzlzss senvice und:'r the brand name "Crickey(TM)." Our

isyevanve Cricket sategy is designed 10 extend the benefits of mobility 10 the mass market by offer
“*TrEless service that is as simule 10 understand and use 25, and priced compenuvely wirth, wadinenal

andiine sznvice. In each of owr markets, we are deploying 100% digital, Code Division Multipie Access,

Io{ls

or UDMA networks that we believe provide higher capaci*y and more £ficient deplovment of capital
nan compelng technolegies. This, when combined with our efforss o sreamline operatien and
disirtbution systams, allows us 10 be a low-cost providar of wirzless services in eack of our marksts.

Crickez service allews customers (¢ make and receive virtual'v unlimited calls withiz 2 local calling area
al

o7 a'low, flay menthly rate comparsc¢ with Tadinonal wireless serviceas. C"J' cks! customers pay in
advancs each menth's servics Tom a simyple, smaightforward bill. We offzr Cricker service without a
term conmracl, and becauss servacs is paid In advance. we curreptly requite ne credit check. Lnhe
“simphicity of the Crcker service

aillonvs ug 1o sustain lower operanng costs per cuslomer compared to raditional wireless providers. Our
nety OTI{S zre designed and buill to provias coverage in the local calling ar=a where our taree’ customers
e k and play. As 2 resuli, we befleve thatl our network oparating cosis are less than those of

Vb wr.:;l wirsisss providers,

As of Vaf"ﬁ 31.200%, we had ‘aunched Cnckst sev‘vics In rmarkets covering a total population of

agprovinaiely 9.2 s lhur and hac appreximatzly 329.000 Coicker cusiomers acress the U.S. To date we
'z:a'.c sooultzd or have nohis toacs ;:.‘: wWirzlasa hc:ns.cs covenng oreraximasly 728 miihion poiental
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the freedom phone

September 10, 2001
Page: 1

Rosalie Ravburn Journal Staff Writer
The number of homes hooked 10 land Lnes declines as America discovers wireless

As more people go wireless. the number signing up for residential land lines has declined. Qwest's
‘l"

wireless pho bcrﬂbe ship. for example. grew by a phenomenal 33 percent betwesn June 2000 and
the second quarter of this vear while 1s residenuzl phone lines declined by 1.6 parcentin the same
pernad.

The picture is the same across the country. Venzon Communicauons, the nauon's larges: loczl phaone
company. savs 118 number of residenual phone lines dropped by 0.5 percent 10 39.84 muilion in the
second quarter. Venzon's number of wireless subscnibers mereased 12.7 percent over the same penod.

SBC Communications. the natior's second largest phone company, savs its residential lines were down
2.6 percent to 28.99 mullion i June 2001 compared with 2 year earlier.

In fact, 11 aﬂpe.us the most recent numbers incicate the first decline 1o land-line sign-ups 1n 17 years.

Although no Fegerzl Co"" wunications Commussion figures are availacle for the last ]-Q months, an FCC
report shows no dechne in the number of residenual phone lines natvonwide since 1984, Afier that vear,

resicental phone lines grew by an average of 3 percent a vear.

A September 2000 study by the Yankee Group, a Boston-based telecommunications research
organizatien. showed 3 percent ofwxreless users nationwide have no land lines.

Lifestvle changes play 2 big pant in customers' choices, with 18- to 24-year-olds opung for wireless, said
Carev Brandi, Dor.eswom:m for Qwest Wireless.

Young Def"‘l shanrg accormmodations or people who are rarelyv at home are the croup Qwest sees
shifing from land hine to wireiess.

Some people are opung ic 2o totally wireless, although many are choosing wireless or high-speed
Internet senaices for thewr extra phone needs in lieu of a second !and hne.

mr.-g 3 pager and later 2 wirsless phone.

13
™
T3
)
Yy
“1
[ &)
=
(oW
jon}
(29
S
o
0
[ ]
o
s
b4
ug
2

"In termis of convenience. 1U's a iot beter. [ don't think I'd ever go back 1o having just a land line.” said
Cisneros, who szvs she spends hitle ume at her Placitas home and traveis frequentiy to Denver and
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Gal Hilhard, who launched an Albuquergue couner business last vear. gave up her land ine for a
wireiess phone because she is constantly on the road.

This way, smd Hilbard, "your home phone 1s wherever vou are.”

CQwest savs many of 125 customers use 1ts share¢ bilhing plan, 1o which members of one famuly can call
from thewr wireless phone to their home hine for free.

Some wireless companes are also lunng customers 10 wireless with the offer of free Jong-distance
service or unhmited usage within 2 small ares for a flat fee.

But analvsts are not predicing a mass swilchover 10 wireless phones from land lines in the near future.

The price of wireless phone service is drorzpmU butt's sul! hugher than land-line service. Qwest's basic
land-line rate is $10.66 per month, vanous federal and state fees added on bnng this 10 2bout $20 2

montil.

For this amount the subscriber can make or recetve unlimited local calls day or night and have the
number lisied 1n Qwest's residential phorne directery.

Cricket and Boomerang offer unlimutad calls within a limited area for $29.65 per month. State and
federal fees bnng this up 10 33428

Other wireless compantes offer a confusing array of pricing plans depending on the number of minutes
used.

Costs soar 1f the’ customer exceeds the nunutes allowed in the pnicing plan. This is easy to do because
most wireless pians are structured so that callers have to pay for meonung and cutgeing calls.

Tao

Avording high extra chargesis 2 problem, Cisneros said.
"You alwavs use more than vou think vou will.”

The Yankez stucy predicted more wireless usage as costs drop and services. such as call waiting, caller

ID and voice messaging, become widespread through digital wireless phones.

T

Another wireless shorncomung is skeichy coverage in rural areas. Land lines reach 99 percent of the U.S.

populanon with less than 0.0 percent of calis dropped.

"With phene service. vou don't expect to wait and vou don't expect dropped calis,” said Ed Spivak, an
Albugueraue independent tziscommunications consultant.

Wireless phones are not the only lorce drawing customers awayv from land lines as some choese digital
subscriber iines to aiow them nigh-spesc Internat access whiie they ialk on the phone.

Qwest savs about 30 percent of DSL subscnbers get nd of the:r second pnone lines after getling

fuzh-spesd latermet semvice

out 115 DSL service 1p Albuguergue last veur and has promised to extend 1t to five

LW
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Nore New Mexico aines over the next [ive vears

DSL supseribership i Qwest's 1d-state remon leaped 102 percent from 172,000 10 June 2000 t0 360.000

In the race to provide high-speed intemet access, phone companies are up againsi suil compettion from
cable and sateliie TV companies.

Albuguergue’s sole cable provider, Comeast. savs an averzge of 5 percent of the c1tv's 120,000 cable
subscribers have signed up since 1t rolled out cable moden: service last ml

Valor Telecommunications, New Meaxico's second larges: local phone company, 15 looking at satellite as
way 1o provide high-speed access in the pnmarly rural commurniiles 1 connects.

PHOTO BY: ROSE PALMISANO/JOURNAL
PHOTO: Color

OUCH AND ON THE ROAD: Ga:l Hilliard of G, Hilliard Prinung & Couner Services savs a cell
bo. € 15 2 must s1nce she has 1o kave dirgcr commumeat;on with her cusiomers. And she gets wotal
mob lity ot the same price.

Ail content copyright T 1999 Albuquergue Journal and may not be republished without
permission,
Send conumen:s or questions to newsiorarviakrmediastream.com

Al arvciives are siored gn a SAKE () newspaper Librarm sysiem from MediaSmream Inc., a Knight-Ridder Inc. company
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Powertel ¢ particularly aggressive in the prepad m axk A of vear-end 200G, Powertel reported that 3=

percent of iLs 3UDSCrner base wis on prepaid pricing - In the fourth guarier of 2000, 83 percent of
. . 2on
Powertel's 1 0<.000 new subscribers were prepaid. ™

e. Wireless/Wireline Competition

According 10 2 receni survey by the Y ank ¢ Group. about 3 percent of mobiie telephone subscribers relv on
the:r wireless phone 28 thewr only phone e While most wireless custorners may not be willing to “cut the
cord” just vevin the sense of canceling their subscription to wireline telzphone service, 1t 1s ;mdispuinble
that wireless service has significantly changed the way Amencans commumcate, Iunally a business tool,
wireless phones have become o mass-market consumer device, According ¢ one survey, 7. percent of
wirzless customers said they use therr phones primarily for persenal calls. o For some, wireless service s
nc longer o complement 10 witelne service but has become the preferted method of commumcanen. Ina
survey performed for the Consumer Slectromics Associztion. three i 10 wireless phone users stated they
would rather give up ther nome telephons than therr wireless p‘none‘:m Among wireless Lsers ages 180

35 veurs old, that Ngure rose 1o =5 percent

[n seme areds, wirzless use has begun o crode mr_.mo Jevenue due ro “technelogy substiution,” that is.

the substmunon of new lecanoleyies for exisung ones.” Y BellSouth. for example. stated in February 2001
ol N
thot it was exdning the pavphone business in part due to business lost to wireless phones.”™  Twenty muflion

203 - - .
Powerrel, Ing. Announces Preliminary Fourth Quarter 2000 Financial Resulis, News Release, Powertel.

Feb. 1. 2001

200 . . L . o .
Judy Saries, Hireiess Users Aanging Up On Lundline Phones, NaSHVILLE BUSINESS JOURNAL, Feb. 2.

2001, CTLA esumates that number sould be as high as 3 nercent, based on a February 2000 survey it spensered.
Consumers Replacing Landline Phones wirh Wireless, FUGHT RIDDER/TRIBUNE BUSINESS NEWS, Jar, j0, 2001,
avariubie in 2001 WL 2837499

208 ‘ .. ,
Majorioy of(_.xszome' Lse Cell Phones jor Fersona! Culls, RCR WIRELESS NEWS, Jan. 29 2001, a1 29

feiing a survey conducted by Celiular One Group).

20
Will Wireless Phones Make Tradinonal Home Telephones Obsolete”, Nzws Release, Consumer

Zleciromics Associanon, Apr. 8, 2000

I

Andrew Buckover AT&T Loss Reflecis Long-Distance Shift Consumers Twn To Calling Cards. Wireless,
USA Tobew, Jan. 30, 2001, a1 B3 A simiiar term. “lzndline dispiacement.” refers more specifically to the
sudst:tuyon of mobiie phones for wirenne phones. Deporah Mengez-Wilson, Wireless Takes a Bue of Paou-phone

Biz, WIRELESSWEER, Feb .2 2001, at 3.

3N

I

BeliSvurk Announces Plany For Pudlic Commuenicanons Uni. News Relense, BellSouth, Fezb. 2. 2001
Accoraing 1o Charhe Coe, President of BeliSouth Network Servizes. “BellSoutn has carefully evajuated the marke
rends in the pavphons busimess which indicate thal our ;u:lome are opuing for the new technology opnions we
provide. inciuding wireiess Lesephones and (nteractive payers” Industry insiders expect the pavphone busingss Lo
continug to shnnk as wirelese penetration increasss. Deborah Mendez-Witson. Wireicsr Takes g Bue of Pai~dhone

Eiz  WARELEESRWER, Fep 122000, a3
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mobile telephone customers have service plans that do not chargs exira for long distance.” ™ and at ieast one

anzlyst behieves that suck plans sre reduciny wirehine long distancs munutes und revenues ~ Apothe:
analyvst esumaies that 20 percent of afl ou'nomd wireless voice munules are used for long distance. W
AT&T biamed its fourth quanier 2000 51.7 bilhion loss m par: on customers abandoning wireling iong

d 5mmu calls for wireless phones. e-maii anc prepaid caling zards ™" in one survev conducted in January
2000, 12 percent of respondznts said they purcnased 2 wireiess phone mstead of inswihng ar aadimonal
wireline phone.'“

A few wireless carmers have begun offering service plany designed 1o compete cirectly with wirzline loca!
telepnone service.” " For example. Leap, through its Cnicket subsidiary, now offers iis Comferabie
Wireiess mobile telephone sermvice 1n 12 markets, predonunately i the South and Southwes: *" af the end
of 2000, Lzap hud more than 190,000 customers. up nearty nine-foid rom the 22,000 cusiomers reported
az the bexnming of the vear ™ Leap's service allows subscnbers 1o m”l\e unliruted focal calis and recerve
calls from anywhere i the world for one flat rate of $30 per month.™ Roamung outside the local area is
not available.” and custamers pev extra for long distance calis. ™ A‘:coramg 10 Leap. zbout haif of ns
customers view their phones s replacements for first or second lines.™ anc about 7 percent of its

*' andrew Backover, 47&T Loss Feffects Long-Durance Shejt Consumers Turn To Cailing Curds, Wireless
USa ToDav, Jan. 30,2007 ot BZ
nroL :
/d taiung analvst Perer Friediand at WO R, Hambrecht)
Michae! Rollins. er al., Wireless &y the Minure, Equity Research, Salomon Smith Barnew. Jan. §. 2001, at
§ Sprint PCS marksats s nanonwide digizal wireless network as a long-distance alternative. Andrew Backover,
AT&T Luss Reflects Long-Distance Shuft Consumers Turn To Calling Cards, Wireless, USA TODAY, Jan. 20, 2001,
at B3

A
i

andrew Backover, 4T&T Loss Reflec!s Long-Distance Shift Consumers Turn To Calling Cards, Wireles:
US.a TODaY, Jan. 30, 2001, at B3,

2la R . - - B .
Callie Nelson. Replacing Landline with Wireless: How Far Can [t Go®. 1DC, Dec. 2000 {ciang IDC's
Personal Wireless Commumicanions User Survey. 2000).

7 One analyst argues that receni price reducrions give wirgiess price panty with wireline, at least at pricing
around §130 per month. See Danie! ] Berminger, Teiephony Unplugged: Wireless 4chieves Price Pariy with
Wireline {visited Mar. &, 2001 <bap.//slides.pulver comrshides/login.asp>.

- Leap. Crizker (visited Mar. 9, 2001 ) <hctp/fwww.ieapwireless. com b\.mde* himi>. Chattancoga,
MNashville. Knoxvilie, and Memphis. TN, Charlote and Greensboro. NC. Tulsa, OF, Tucsor, 22, Wichita, KS;
Littie Rack. AR: &lbuguerque and Santa F2, NM; and Salt Lake Ciryv, UT. Leup, L,/-xci:u! Seruice Areas (\Visited
Mar. 5. 2001) <huprwaww erickercommunicalions.com arens.asp> . See aiso Fifth Repor:, a1 17673,

Leap Reporie Results for Sowrth Quarter of Fiscal 2006, News Release, Leap. Fab, 12, 2001

220

The mon:hly fee varies shghtly by service area

Periaining 10 Commercial Mobile Radie Services, Cammenis, WT Docker No. 00-193, at 8,

~an

Leap, Goeraning Companies (visited Mar. 2, 2007) <qiipi/iwaww leapwiretess. comssite/index. brnl>

S Fannery, Tefecom - Wirgline Whar 4re Tie Competiiors Up Ta?, Industry Report. Morgan Stanley.
Coof Leap Wirelzzs Intzrnanonea!, Inc )

Cear Warter, Fzb o4 20w 2 (aung Furvey Whie, Cnarmias an ©

-

35

" Rcaming s not avaulable even (n other Leap markets. Leap, Automatic and Manual Roaming Oblications
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Replacing Landline with Wireless: How Far Can It Go?

Calhe Neisen
IDC Bullenn =22420 - December 2000

Table of Contents - Abstract - Document

IDC Opinicn

How much tratfic is moving from landime to wireless?

Although tis 1s @ hard guesion to answer, one can ’ooﬁ' c! the growth in munuzes of use (MOUs) of both
fundhine and wireless and see that some rafiic 15 dejinitelv mov ing 10 wire! less. In addinon, from

nd-user reporis, we know thai wireless is stealing some raffic jrom landline. In fact, in a swrveyv of 900
rous:koh Is that have wireless phone users, 6. J’r reported using iherr wireless phones ai home and

26 2% reporred using their wireless phones at work. Just over 12% of households also reporied making
their most recent wireless phone purchases instead of installing addinional landlines.

Overview

Bv 2004, approximately 92% of wireless users will be using their wireless phones when they couid be
using wired ones. They are using their wireless phones as their pnmary phones, have purchased wireless
phones 1nstead of addiuonal landlines, or are simply transfermng some of their munutes of use (MOUs)
from landline to wireless.

This bullenin presents survey data that shows end-user trends 1n landline replacement. Forecas:s of
MOUs split by wireless versus landhine, voice versas data, and business versus consumer are provided.
[DC also Jorecasts the percentage of wireless subscrbers who will replace landline with wireless,

Definitions

~Minutes of use (MOUs). This tenm can descrnbe wireless use, landline use, or otal telecom use (both
landline and wireless use together).

- Landline replacers. This term refc*s to wirsiess users who replace wireline use (MOUs) with wireless.
There are three tvpes of replacers: those who completely replace landline phones with wireless and use
the wireless as their pnimary phones (called compiete landiine replacers). these who purchase wireless
phones instead of addiuenal landhine phones, ané those who migraie some of their landline MOUs ¢
their wireless phones.

Personal Wireless Communicarions User Survey Findings

[n Junuzr, 2000, IDC conductzd 2 telephione survey of 900 LS houscholds with wirzless usars
Respondents were asked a number of questons 2bout therr current use patierms.

Cce LTIl umeidcndelleg T o0
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20000, For purposes of companson, these pereentogess ore also shown for the | % through 1999 surveys,
The percentage of users who use their wireless phones at home has conunuously incrzased since (990 -
nearhy thres tmes over, fom 12 2% 10 36 4% The percentaes of users whe use their wireiess phones at

‘l
work has also increased over three umes over since 1996, from S 9y 10 26.2%

Secause the survey was a telephone survey. ali the respondenis had home phone lines. [DC also assumed
hat a vast mayonty, if not all, of the respondents who were emploved also had work shones. Therefore,
re Spondems whe said that thev made at least 1%% of thewr wireless calls either at home or at work were
asked what percentage of zil thewr calls at these locations were made on thewr wireless phones. Over
one-tmrd of respondents said thet they used their wireiess phones at home. These respondents made an
average of 18.5% of all their calls mude from home on their wireless phones. Over one-quarter of
respondents suid that they used their wireless phones for over 23.0% of 2ll their calls made at work {see
Frours 2) Infact 14.0% of them made and received 100% of their cails at work on ther wireless phones.

—

Figure 1 - U.S. Respondents Who Make Wireless Calls from Home and Work, 1996-2000
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Source 1DC's Personal Wiretess Commumeanons User Swrvev, 1966-2000

Figure 2 - U.S. Celiular/PCS Phone Use by Location

O Wi percemiage of all the calls vou make and receve ac home or work during o npies! week are on vour cellular or
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N = pondents who repored makang 19 or more of wareless calls al home or work.
Sour;h ID C's Personal Wirgless Communicunony User Survev, 2000

dition o users who replace some landhine MOUs with wireless. thers is alsc the segment o2 lundline
“ola ers who have purchased wireless chones instead cf instelhing additonal fandlines at homa. Figure
the T\‘.‘S».llm of the guestion about purchasimg wireless instead of purchasing an addinonal
naline. Over 12% of respendents had a positive response 10 this Jugsuen.

==
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Figure 3 - U.S. Cellular or PCS Phoses Purchased to Forego Installing Additional Landlines
€ Was vour most recent cellular or PCS phone purchesed instead of insralling an addinional phone line?

Fgusesidon krow (3.9%)
Yes (12.2%)

Ne (86.8%)

N =300
Source: IDC's Personal Wireless Communications User Survey, 2000

Froure = shows respondents’ interess in completely replacing their home phones with wireiess handsets.
Winie the mejonty of respondents were not interested in the 1dea. nearily 13% of users were e1ther
interested or very nteresied in Joing so.

Figure 4 - U.S. Interest in Home Phope-to-Wireless Changeover

&

f

Hew interesred are vou in completely replacing vouwr home pione with wireless phones”
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Leap Wireless: A Case Study
Lzap Wireless’ U.S. brand. Cricket Communications, hae taken a giani step toward promoting iandline
replacement. it has taken a very different approach 1o seliing wireiess service {rom traditionzl carmers.
Cncket Conmmuniations focuses on controlling costs to Increase prmmbﬂ tv while offenng raies
compenlive to lxadiine raies. 7o reduce costs, Cricket does not offer roanung capabiliues, produces
simpie tills, does not pav commussions o salespeo pl N ,d does not do creci: checks on new customers.
[t offers unliniied local calling for $29.93 per month. This price 15 simular to pricing for local landline
service. in fact, over 60% of its subscnbers report using their wireless phones as their pnimary phones,
and 7% reported cuting thewr Jandline completely. Twelve percent of the calls on the network are
mob.le-to-mobile calls, and 40% are incoming. This lowers the imierconnection charges the carmer has to
pay or call iermination, and the incormng calls result in termunanon fees paid to Cricket by the lecal
exchange camer (LEC).
Mthou‘h it1s possible for a large carmier 1o offer services similar to Cricket's, it 1s doubtful we will see it
hoppen. Large carmiers have a great amount invested 1n their nationwide nerworks and have muchn higher
expenses and investments than Cncket It is possible, however, for a carmer to develop znother brand
that 1s not at all associated with 1ts parent company i the consumers’ eyves and that offers a service
simular 1o Cricket's without roaming capabilities, credit checks, or commussions o salespeople Ifthis
trand could manage to control costs in the same way as Cncket, it 100 could develop a base of users who
pnmarly use their wireless phones mnstead of their wired ones. These customers will not only @ve ou
their wireiess phone numbers 1f all incomung calls arz included 1n the base price, but they will also use
their wireless phones more, which will likely reselt in less churm among those subsg.}bers.

Vox.Link: Addressing Some Issues in Landline Replacement

One oftl '*najor issues in total landline replacement is the {act that wireless phone zattery hife 1s limuted.

Let's face 111 With a wired phone, you never have to worry aboui charging 1. Another drawback to fully
doing away with landhne :s the fact that you'll have only one handset 1n vour house. That means that if
vou are 1n the back bedroom and vou are lucky enough 10 hear vour handset ming, vou have 10 hunt down
that handset in order 1o answer the call. (Many of us can relate 10 this situaiion when 1t comes 10 cordless
rhones 11 the house.)

One company, Von.2. has develeped o product called \*o,\..l_lm: that 3'noulc‘ r2solve these bwo 1ssues.

Vex.Link 1s a small "base staunen” that turns 2 wireless handset into 2 second phone iine when the base
staton 1s plugged 11110 2 wirelineg conrection. V OX.LL . connects 1nto the home's telephone wirng so that
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call comes . zlf the phopes in the house rine, The mng s distnciive (o the nandsel on which the
cal! « The base siabion alse acis a¢ o charger, allevialing any wormes upout keeping e ‘:ZH'LEET‘_\‘
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product by offering u singie base station that can handle moere thun one handset and v oifenng units
supporting a wider variery of handsets.

Landline Replacement Forecast, 1999-2004

Methodology

To determune the total vearlv ceilular/PCS MOUs, IDC first calculated the average monthly use per
subscnber based on findings from our 1999 and 2000 Personal Wireless Communicarions User Swrveys.
These 1eleﬂhone survevs of households that were using cellular and‘er PCS were conducted at the
beouwining of 1999 and the beginning of 2000,
2ccording 10 the survevs, the average monthly household ceilular’PCS use was 152 minutes 1in 1999 and
248 mmu'@ in 2000, Because these usage levels are for households, IDC next considered the average
number of celiularPCS phiones per household. In 1999, this number wae 1.42: i1 2000, this number was
123, lDt_ then calculated the averaze monihly use per subscnber by dividing the total monthly
household use by the number of cellular’PCS phones per household. For 1599 ang 2000, this worked out

10 109 and 160 munutes per month, or 1,307 and 1,918 minutss per year, respectively

Next, [DC's cellular/PCS subscriver forecast was used to deternune ’he total cellular/PCS MOUs.
According 10 the forecast. at the end of 1999, there were more than 77 mulhon cellular/PCS subscribers.
By the end of 200+, IDC predicts that there will be nearly 144 mullion cellular/’PCS subscnbers. Tie
average number of cellular’PCS subsenbers in 1999 was then muluplied by the average vearly
cellular/PCS use. The result was that more than 93 bilhon wirgless minutes were used in 1995, Simular
calculations were done for the 2000-2004 period.

Next, the total landline MOUs were calculated and forecasi by IDC's landiine research group. Using the
tom tandiine and total warsless MOUs, IDC determuned the total telecam MOUs. Lasi, wireless and
andhine MOUSs were czicuialed as 2 percentage of total telecom MOUs.

DC also has consumer, business, voice, and data splits In the forecas:. These forecasts were mace using
the for”"* ts for the consumerusiness and voices/data spiits from LS. Wireless Services and Devices
Murker Assessment, 1999-2004 (IDC 22214 | Apnl 2000).

—

For more dztail on the landline forecasts, see U S Residenrnial Landline Telecommunicarions Marker
Assessment an aFo;ec f, 1995200+ (1IDC 22720 . Sepiember 2000).
Note: 4il numbers in thus bulicrin may not be exact due 10 rounding.

19962004 Forecast

Taple | shows the average monthly cellular PCS MOU's per household. the average number of
.1,1 lar'PCS pnones per househoid. and the average monthly and annu 1 cc.‘luiar,PCS MOUs per
supscnber.

Table 1 - U.S. Cellular/PCS Migutes of U'se. 1999-2004
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key Assumptions:
Celitular and PCS carmiers will connnue (o anract new subscribers and encourage sher wse levels among =xisung
subscribers.
Celiular and PCS carmers will continue 10 exgand their trge: markets for semvice
Mlessaves in the Data:
- The overags veariy wirsless MOUs per subsceriber will grow at a CAGR of 38.1% berween 1990 and 2003
Anincrease 1o the rember of celivlarPCS phones per household will account for some of the zrowth in MOUs.
Source IDC. 2000
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ernoc. cellular/PCS household MOUs will increase at 2 compound annual growth ratz
(CAGR) of w:t’v‘? 32 minuies per month in 1999 1o 1,082 nunutes per month 1 2002 However,
not all of this inerease will be from existing subscnbers mereasing their use. An increase mn the number
of cellular’PCS phones per household will account for some of the growth in MOUs. Speaifically, the
number of cellular/PCS phones per household 1s expected to grow at a CAGR of 6.8%. ffom 1.421n
1999 10 1.98 1n 2004, At the same ume, cellular’PCS use by the individual subsenber will increase from
109 minutes per monthin 1599 1o 348 1n 2004,

IDC cziculated average vearly wireless MQOUs, landline MOU's. and toiai telecom MOUs. Wireless and
jandime MOUs were then calculated as a percentage of total 1elecom MOUs. The results are shown in
Table 2.

In summary, the growts of total annual wireless MOUs will be strong, Increasing at a C-\CR of 37.5%,
from approximaie]y 63 billion in 1999 10 8§98 billion in 2004,

Sl

a CAGR of 8.0%. from 2.1 tmliion 1 1999 to 4.2 tilhon 1n 2004,

On the ‘°*‘nre side. ;'row th in MOUs is expectec 10 be more moderate. Landline MOUs should grow at

Table 2 - U.S. Yearly Wireless and Landline Telecom Minutes of Use. 1999-2004 {B)

i ; 1999 [ 2000 (' 2001 i 2002 2003 ’ 2004 | 1999-2004
i - ’ . i : , i CAGR (%) |
Nearh wireless MOUs | 93 | 60 | T8 | =37 86l | g9y | 375 |
Yeorhy lendline MOUs 1 2061 | 3307 | 3576 1 I8IC 0 46 | 2105 [ gp
Nearly total tlecom 3354 1 3,467 ‘ LSS 4317 as2s | 5293 * 113
IMOUs : i : ! ! | . [
‘Wircless us a shareof ;2.9 | 4 F_ 72 1 10 1 137 | 166 | 413
‘total telecom MOLUs (%)) ; | f ' [ | (
Landline as a shareof | 971 | 954 | 918 | 896 | 563 f 83.4 { 500
i l

itotal telecom MOUs {94, | l ]

Hev Assumplons:

Cetlular’PCS camers will connnue 1o armact new subscnbers and encowrae= higher use fevels among exisiing subscnbers.
_“:mm' PCS camers will conunue to expand their warget markets for service, ‘
- Access-hine growth will connnue ai approdumately 349 per vear over the forecast penod due 10 populanon growth, housing
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Viessaozem the Do
The crowth of wowz! wireiess MOUs will b strong, froms 97 mlbon in 1999 10 395 prilion n 20062
Landhine MOUs will alse 2npenenes soong growth trougnou: the foresast penod.
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Crverall total telecom MOU's are forecast 1o inerease from 2.2 tnllion 11 1999 ¢ & 2 tmllion in 2004,
Comparau\‘el\- lhe CiﬁR for wireiess MOUs 1 considerabiy sironger than that Tor landline MOUs:

oe of 10tal telecom
ine MOUs as a

37.5%y versus 8.0%. Therefore. over the forecas: peno; wireless MOUs 2s a percen

nla
MOUs wiil increase considerably. from 2.9%,1n 1999 10 18.6% 11 _U(n-l wner s land
oerceniage of total MOU's wali decrease. from 97.1% 1n 1999 10 82,49 in 2004,

Table 2 shows the veoice and data MU sphit for both landhine and wareless. In 1999, nearly all wireless
MOUs were voicz: approximately 64 were data Wireless data M OL‘s are expecied 10 merease at a
CaGRo[122.1% from 1 llion in 1999 10 24 billion i 2064 Or the landhine side. the voice’cata splin
15 very different Data MOUs r -pr‘:semed approximately 309 of the landhine MOUs 12 1999, The
jandiine data MOU's are eXpeci d e ncrease from 91S tulhon minutes in 199¢ 10 2.5 tnilion m 2002,

reflecing a CAGR of 21.9%. The spht be‘ ween data and voice landhne MOUs stufts from 30/70 1n 1999
to $543n 2004 On the w*rel s side. th pl]* between data and voice shifts from 1/99 10 6/94 dunng

ihe same penod. Overall, wirgless duta M O s remain fow compared with total telecom MOUs.

Table 3-1T.S. Wireless and Landline Voice and Data Telecom Miputes of Use, 1996-2004 (B)

19991000 2000 ( 2002 | 2003 | 2004 | 1999-2004
o 3 | B | | | lC-\GR (%) |
Yearlv wareiess vorze MOUs: €2 &7 1 2%g . 428 1 6% | §ed | 53§
CYearly wirsless data MOUs |'_- 1 3 | & i 18 | 33 i 34 1220
Yearly landline vowce MOUs 2143 [ 2530 1 2046 IENE N R OCE S B
Seariy landline do MOUs ¢+ 918 | 10T | 1430 | 17z [oaes ¢ 2t 29|

L8V ASSumplions:
Cellular.'PCS carmiers wall continue 10 arTact new subscribers and encourage higher use levels among exisung subscribers.
ellular/PCS carmers will conuinue w expand thew target markets for service.

Access-hne growih will conianue at approximatzly 3-4% per vear over the forecast period dus e populaton growth, housing
rowth. and the cortinuing Tend of second-line 1nstaliztions.

Messages o the Dae:

Wireless data MOUs are expected 0 increase at 2 CAGR of 122%, from | piihon i 1995 10 34 bilhion 2004,

i 2004, warzless voice MOUs wall represent abour 3% of the landline voice MOUs.

Source: 1DC, 2000
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2 solits, Wireless data. although represented by the
ratz: at 2 CAGR of about 122.1% over the five-year
the C —\f"r{ for the m zless voice MOUs, which s
L will be equal 10 22% of the 1012} telecom voice
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Figure 3 - U.S. Wireless and Landline Voice and Data Telecom Minutes of Use. 1999-2004
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Table 4 shows the split of wireless and landline MOUs by consumer and business segments. Wireless
corsumer MOUs will increase at 2 CAGR of 62.1%, rom 47 million minutes in 1999 to 236 billien
nunutes 11 2004 Landhne consumer MOUs also will increase over the forecast penod, althcugh at 2
much slower rate of 2.5% per vear. In 1999, landline consumers used 1.2 tillion minutes; in 2003, they
will use 1.4 tnllion nunutes (voice and data).

Table 4 - U.S. Wireless and Landline Business and Consumer Telecom Minutes of Use, 1999-2004

(B)

: _ 1999 (7 2000 | 2001 | 2002 ‘ 2003 l 2004 | 1999-2004
! : ; i , | CAGR (%)
Yearly wireless consumer MOUs r az | g3 | e © 239 ! 397 [ 36 l 631 ]
Nearly wireless business MOUs | 47 ( 73 | 122 | 188 ‘ 63 | 341 48.5 |
Yearly landline consumer MOUs . 1,213 | 1267 | 129¢ | 1373 140 | 144 | 33
‘Year'y landline business MOUs 1848 I 2040 o277 or o 2aeT o 1TET | 205D Q6

| ‘ 1258 | 1382 | 148 (*'Lsss I 1804 | 1,999 | 9.7
‘Total consumer MOUs % ] | { ;
Tota; business MOUs Povges [ o2iis U 24000 0 2683 0 3021 [ 33%e D iz

Kev Assumptions:
Celh. 2r/PCS camiers will conunue t¢ atract new subscribers and encourage gher use levzls among existng subseribers.
Cs‘! ar PCS :ﬂ"wt wl' coninue 10 eXpanc their 1arget markets ror service.
&

g.'ovnh. and the continuing wend of second-lime installancns.
Message in the Data:

Wirzgiess will make up approximately 17% of the totz] elecom MOUs i 2004,
Source: IDC. 2060

Wireless business MOUs will increase at a CAGR of 48.3%. from 47 billion in 7999 to 321 nillion In
2004, Landhine b451nes< MOUs will increase frem 1.8 wmrillion nunuvies in 1999 1o 3.1 mllion ip 2004,
;@Sect‘.rg a CACR of 106

Fioure 6 shows the W1r°1 s'landline and business’consumer MOU splits. The group of wireless

consumer MOUs i the [astzst crowing of the segments. In 2000, wireless consumer MOUs will surpass

nensany GoER AR
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wirelzes business MOUs Overall wirgiess MOUs are ¢ smail pant of the ozl izlecom MOUs. but

ntage of wireless subscribers who are landhine replacers. according to the three
of replacement: those who completelv replace {andhine. those who purchase wireless insteac of
additiona iandlines. and those who migrate some landline MOLU's with wireiess.
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Figure 6 - LS, Wireless and Landline Business and Consumer Telecom Minutes of Use. 1999-2004
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Table3-U.S. Ty pes of Landline Rep!acers 1999-2004 (%)

i | 1999 [ 2000 | 2001 | 2002 | 2003 2004 19992004 |
| ’ | i | | | ‘CAGR(%)
ITotal landline reptacement | 33 . o0 | 80 | 100 . 120 ¢ 140 | 206
[Wireless instead of | 10 } 120 } JEEE RN ( 7 [ 15.0 ’ 11.6
laddinenal Jandlines 1 1 !

f 3 ’ B0 573 l 59.0 ; 6.2

| .

foor | - - v
|'Wireless repiacement of | 437 I 490
i

landline MOUs |

Key fisumplicns:
Pzople wili continue to use landlines for data.
- CellularPCS comers will consnue to reduce or eliminete rearmung anc fong distancs charges.
Some subscribers replacing some landline MOUs with wireiess moght be total landhine repiacers in furure vears. Therefore,
growth in wirgiess replacement MOUs wall be slower than the other catezones of landline replacers.
Messages 1n the Data.
[5 2002, approximately §2% of wireless subscripers will use their wareless phones instzad of landhimes,
* The larges: grour of replacers will be these whe replace some landhine MOUs wath wareless.
Source' IDC, 2000

The lergest croup of replacers will be these who migrate some landline MOUs to wirejess, In 1999,
spprocamaiey 249 or wireless subsenbers Tell o this croup. By 2004 aprromaiely 609 of wireless

users will nugrate landline MOUs 1o wireless. The second largest group 1s the group of subscribers who
purchase wireless insizad of addinonal landlines, and the smalilest zroup of repiacers is the group who
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‘:‘wmlﬂ“"\ replaces andime with wareiess. Over %=2% of subscrberz willin one way or another. tansfer
landline MOUs 10 wirglzss by 2004
Forecast Asswmprions
[DC made the lollewing assumptions in making 11s fandline replacement forecast
- This forecast relies on the forecast and ussumpuons made in (U5, Wireless Sermvaces and Devices Market
dssessimeni ; )99 :)U~ [DC Z 3 CApn) "DOO ) as well as those made in U8 Residennai Landline
Telecommunicanions Marker Acsessment and Forecasr, 1999-200< (1DC 22720, September 2000).

CellularPCS camers will connnue to atiract new subscribers and encourage higher use levels among
exisung subscrmbers by cifenny atraciive rate plans.

Cellular/PCS carmers will continue 10 expand their target markets for service.

- Celiular PCS carmers will continue to bundle value-added services. such as caller ID and voicemail. as
part of thewr oifennys.

A=

Cellutar’PCS carmers will continue to reduce or zliminate rexvung and long distance charges.

- Celjular/PCS carmers will connnue to offer off-peak special rates such as free nights and weekends to
encourage use dunng off-peak umes.

- Replacers who replace only some MOUs will nugrate into the total replacement category.

continue to dnve MOU 1ncreases.

- Strong economic growth over the ferecast penod wil

- Increased competition in the long distance sector will generate additional price reductions, which wil
transiaie 1into srong MOU growth.

- Access-line growth will continue at approxamarely 2-4% per vear over the forecast penod due to
populatuon growth, housing zrowth. and the conunwmng trend of second-line 1nstallations.

- Growth in woll-free and privare-line minutes wiil be strong as a result of nerwork access integration. As
more compames adopt the use of pnvate lines for Intemet access, they wili also rmugrate their voice
raffic to these dedicated circuits,

Additional Comments

IDC nas I'el.de; many guestions on how much growth in the wireless MOUs represents new rnutes of

it have migrated 10 landline. Unfortunatelv, there 1s no easv answer, although

¢ growth of landline MOU's 10 that sector's growth just a few vears ago can shed some light
. ill. one can only assume with rate plans that include nignt anc weekend minutes for 1o

C'l”'-rge :md long dlsmnce 20 N0 charge, 11:5 cheaper 1o use wireless over landiine In many situations --

—
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es up over and over s the perceniage of replacement that is long d' anCe VETSUS

5

Anotherissus that oo
local calitng. This area. 100, s dificuit o quanuiv. Long distance cailing s often much cheuper with 2
wireless phone because domestic fong disiance charges are included in many raie plans and hecause

wireless home cailing areas cfien expand farther thar local landiine calling areas.
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RROADCAST TRANLCRIPT

Video Mmiitoving Services of Amevica, Tnc.

One roardway, Suite A-210

Denver, 0 80703

(303) 733-R000

(303) 733-8080 (FAX)

ale Seplembey 26, 2001

Time 06:15 PM - 06:1% P

Sltation YONT PV (ABT)Y Thannel Seven

Loacalion  Abuguergue/Santa Fe, N.M

Program Advertising Spaot
Unident ifird Man: (Vieval of tnidenlilied Man anr
Unident ified Woman =silling on a neon green couch in a
field) The whole neighborvhood thinks T'm nuts.
nident.if ted Woman: Dad, did yon answery the deor in your
Lover shorbs again?
Unidenlified Man: T gol her a Crickel phone.
Unidentified Woman: And il's so caol. I can call wmy
friends whenever 1 want .
identified Man: Fveryone thinks she'll 1un up huge bhills
on me, but with Crickel she can't. 1 jusnt pay twenty-nine
ninety-five a month, and she cvan make all Lhe local calls
ghe wanle. 1t even includes all her invoming calls, so I
can check np on her as much as 71 want .
Unident ified Woman: FEambarragsing, bul not as bad as him in

his boxers.



PROADUCAST TRAWSCRIPT
Video Monitoring Services of America,

e Broadway, Suile A-210

Preanver, (O BOZ203

(20} 733 ROOD

(303 733-Rp0B0 (FAX)

Nave Septemher 26, 2001

Time 05%:26 PM - 05:26 PH
Station FORT-TV [(ABRCY Channel Seven
Location  Albuguevique/Santa Fe, HoH.

PFroguam Adverlising Spot

Vmidentified Man #1: {(Visual

Midentiflied Man #12 sitling on a neon green couch
apariment .

[ield} I

coverved.

jnel moved into

Food,

nry
celeclvicity. .

Unidentified Man 12: Cable?

Mtachment J
Fage 3

Inec.

1]

in

of Unidentilied Man anrl
a
But 1 got Lhe basics

Unidentified Man fil: You know it. But no Lhome phone. Know
wlhiy 7

tmidentified Man H2: Recause nobody wants to talk Lo you?
Unident ified Man 11:  WNo, smart guy. Because Crickeb's the
only phone | need. 11's just Lwenbty-nine ninery-five a
menth for all my local calls. So with Crickel, 1 don't need
anything else.

Unidentiflied Man #2: Except Turnijiture. (Visual of the Lwo

men carrying the couch away)



Al bachmenlt )
'aye 4

Anouncer:  {(Sraphic: Limited Time Offer?) Huvry, and geb a
Hokia phone for only sixlby-nine ninetly-five plus tax, and
yome fivst monlh of service is {iree.

For a videocassetle(TV) or audioccassette{radio) of this
news segmenlt conllact your nearesl VM5 office

Matevial supplied by Video HMonilboving Services may only be
used [or internal veview, analysis or vesearch.

Any pubrlication, re-broadcast ovr public display for profit

is Tovbidden,



Exhibit JWB-2

for your teen ...
And save what's left of your sanity!

They can talk all thay want — all
around town — it's one iow price!
Lats face n. Yowie dodling with a fores of
nara: Teonagert spend hours on the
phone. Crickal  the ~parant santy ool”
you £3n Uz 18 help you through the Toen
years, And you'll betn iove 12 Naw, fer one
low monmly phice, your 1gen can makée
unimied 10631 Calls withih your arse =
anytime of the gay or nignt. Tncket iz the

\ cricket

" = No gontracth’
= ND zitup tews!
= fo eamplicated fito plant

« = N LOUTTInG mitules?
. = No hidden charges! -

For just $49.99 you get 3 Cricket
phone — Plus, your first month of
sarvice is FREE! Gering Rared wah
Cncket « aaty. For juit $49.99 (price
neludes coupon diacount) you get 3

new Motorals V2267 phone. PLLS, your
firet monm of Cricket aervice o FREE!
Then, avary MoOnth, you pay ™he 1bme
prodicibe bmount — $29.95 pius saa for
all lozal calis. Crenat wirmiaid — s DRE

'“- No aarpeizest
Mo welong far ypisr phoned.

aw@60Te 100] YOu AR LsE 10 NEID Sufvive
e Teen » you! house. Buz harryt This
offer, ke s "phase.” wofi't 1331 1ong.

ArgnunchTown Pnone™ met eth yow and
yOuf 160N X3y N 1OUCH wnere yau hve,
work, Of By,

Bring this coupan to the Cricket Store nearest you —
Get 540 off your Cricket phone and your first month of service, FREE!

Anocthar home phone Cricket wireless phone

I * Expehsive instaliation charges — Up to §75° » No installation charges!

l * Wait araund for the instalier. Will they show up? » Pick up your new phone at your convenience!

L = High monthly bill = One low prce — 529.95 for all local calls

| * Unpredicishle tharges » Yo. pay the a3me low prce every month

[ * Hard-wired 1o the house = Take Crickss with you 3l arounc townl

Tricket—z

v

- M



OFF  Here's a new solution to the age-old problem!

Mr. Thamas W Olsen Your Cricket Phone includes:

‘ ) » Clear, digital calling 5 ! W -
Bri 15 cou « Long-life battery — D or 99 -
e Crigkes re ats talk up w 3 hours ~ SAQ

Vil Lings Mall - Mali Car * Travai charges :__ Wl e
PO Box 29652 » 2 PhoneWrap covers - Coupof\\_
Santa Fe » Phone balt ¢hp -11’\ ANt

Offer sxgwren: 11/18/01 -
Sne oupon oo shone cr1c|(et'

- .

LTINS

e odim ,"ll‘.k‘u.ru-.i:;

Samta Fe, NM 87505-4007
Wsabsfoashsbidblembelestus il binndanbee o dondl

Sav




Lxhibit JWB-3

AFFIDAVIT OF NANCY WALDEN

STATE OF NEW MEXICO )
) ss.
COUNTY OF BERNALILLO )

Nancy Walden, being first duly sworn, deposes and states:

1. | reside in Albuquerque, New Mexico and am employed by Bank of
America.
2. | have subscribed to wireless telephone service through Cricket

Communications for approximately ten months. My telephone numbers are 505-261-
6979, 505-261-0617, and 505-261-0518.

3. | learned of Cricket's service through its radio and television advertising. |
purchased this service as an alternative to additional landline telephone service for my
Children and me. The service allows me to keep in cantact with my children and the flat
rate uniimited local service feature makes it more attractive than measured wireless

service.

FURTHER AFFIANT SAYETH NAUGHT.

e ol

SUBSCRIBED and SWORN TO before me by Nancy Waliden this 15" day of

November, 2001.
~€J[ l/uu OLIL
Notary Pubhc

My Comm;ssmn Expires:

M\%}ﬁ@%

AFFIDAVIT OF NANCY WALDEN - Page 1



AFFIDAVIT OF ALYSSA CAMPBELL

STATE OF NEW MEXICO )
) 8.
COUNTY OF BERNALILLO )

Alyssa Campbell, being first duly sworn, deposes and states:

1. | reside in Albuguerque, New Mexico and am employed as a Fashion
Consultant by Victoria's Secret. | have subscribed to wireless telephone service through
Cricket Communications for approximately three months. My telephone number is
(505) 304-0732.

2. | learned of Cricket's service through its radio and television advertising. |
purchased this service as an alternative to traditional landline telephone service. The
service fills my needs for telephone service better than traditional telephone service, as
! use it both at home and when | am away from home.

During the time | have subscribed to Cricket's service, | have moved my
residence once. The move did not affect my Cricket service. in contrast, | would have
had to terminate and reconnect landline service when | moved, resulting in more
expense to me.

3. There is no landlineg service in my apartment. My two roommates also

subscribe to Cricket service.

FURTHER AFFIANT SAYETH NAUGHT. / M

ALYSSA CAMPBELL

th
SUBSCRIBED and SWORN TO before me by ALYSSA CAMPBELL this (5
day of November, 2001.

AFFIDAVIT OF ALYSSA CAMPBEIL - Page 1



e Ql,mﬁxuw,uv )dn.du/\_,

Nétaly Public

My'ComrrJ_Vi:s"s'ion Expires:

/-1 -0

AFFIDAVIT OF ALYSSA CAMPBELL - Page 2



AFFIDAVIT OF STEPHANIE GALLEGOS

STATE OF NEW MEXICQ )
} ss.
COUNTY OF SANTA FE )

STEPHANIE GALLEGQOS, being first duly sworn, deposes and states:

1. | reside in Santa Fe, New Mexico and am employed by Target Stores.

2. | have subscribed to wireless telephone service through Cricket
Communications for approximately 7 months. My telephone number is (505)
316-5295. | formerly had landline service at my residence, but terminated that
service approximately 6 months ago. | also subscribe to Cricket service for my
teen-aged daughter who lives with me.

3. | learned of Cricket's service through its radio and television
advertising. After purchasing my Cricket service | determined that it fills my need
for telephone service in my residence, and | have the added advantage of being
able to carry the telephone with me. | therefore terminated my landline service and

have no intention of purchasing landlines service at this time.

FURTHER AFFIANT SAYETH NAUGHT. /
Vs %—/ /

STEPHANIE GALLEGOS

SUBSCRIBED and SWORN TO before me by STEPHANIE GALLEGOS this
15™ day of November, 2001.

" Notary Pubilc

My Commission Expires:
4" 2

AFFIDAVIT OF STEPHANIE GALLEGOS - Page 1



BEFORE THE NEW MEXICO PUBLIC REGULATION COMMISSION

IN THE MATTER OF QWEST
CORPORATION'S SECTION 271
APPLICATION AND MOTION FOR Utility Case No. 3269
ALTERNATIVE PROCEDURE TO

MANAGE THE SECTION 271 PROCESS

o

TRACK A REBUTTAL TESTIMONY OF JOHN BADAL
‘Qwest Corporation hereby submits the attached Track A Rebuttal
Testimony of John W, Badal. Mr. Badal's affidavit attesting to the testimony was
not available at the time of filing and will be submitted as soon as possible.

Respectfully submitted,

MONTGOMERY & AMDREWS, P.A.

o dbemar WY

¥

Thomas W. Olson

Post Office Box 2307
Santa Fe, NM 87504-2307
{(505) 982-3873

Attorneys for Qwest Corporation

QWEST TRACK A
EXHIBIT 2
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QWEST CORPORATION

January 11, 2002
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Track A Rebuttal Tesumony of John Badal
Utility Case No. 3269
January 11. 2002
Page |
L IDENTIFICATION OF WITNESS
PLEASE STATE YOUR NAME, BUSINESS ADDRESS, AND CURRENT
POSITION.
I am John Badal, Vice President and General Manager — New Mexico, for Qwest

Corporation (“Qwest”). My business address is 400 Tijeras, NW, Albuquerque,

NM 87102.

PLEASE DESCRIBE YOUR RESPONSIBILITIES IN YOUR CURRENT
POSITION.

I am responsible for the development and management of public policy, regulatory
and legislative issues as they relate to the delivery of telecommunications services
within the State of New Mexico, which include the construction of
telecommunications infrastructures, the delivery of telecommunications services,

and the improvement in quality of those services in New Mexico.

ARE YOU THE SAME JOHN BADAL WHO FILED A DIRECT
AFFIDAVIT IN THIS PROCEEDING ON OCTOBER 5, 2001, AND DIRECT
TESTIMONY ON NOVEMBER 16, 2001?

Yes.
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January 11, 2002

Page 2

IL. OVERVIEW OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

My rebuttal testimony mainly addresses the issues raised by Mr. Michael S.
Ripperger on behalf of the Advocacy Staff of the New Mexico Public Regulation
Commission and Ms. Diane Roth on behalf of AT&T concerning the presence of
competition in the residential local exchange market from Leap Wireless’s
broadband PCS service, sold under the brand name Cricket. In my testimony, 1
demonstrate that Qwest’s largely unrebutted evidence shows that a more than de
minimis number of residential customers in New Mexico are replacing their
traditional wireline service with wireless service from Cricket. The FCC has held
that broadband PCS service providers like Leap can be treated as a “competing
provider” for the purposes of Track A if it is being used as a replacement for
wireline service. The FCC has also expressly recognized that Cricket subscribers in
particular are using their wireless service as a substitute for wireline service.
Therefore, the evidence Qwest has presented of residential customers in New
Mexico purchasing Cricket as a replacement for wireline service establishes the

existence of competition in the residential market in this state.

DO YOU PLAN TO ADDRESS MR. RIPPERGER’S AND MS. ROTH’S

DISCUSSIONS OF THE INTRADO REPORT?



10

11

12

13

14

15

16

17

Track A Reburtal Tesumony of John Badal
Utility Case No. 3269

January 11, 2002

Page 3

A No. Both Mr. Ripperger and Ms. Roth discuss at length the flaws they perceive in
the Intrado E911 data I cited in my Direct Testimony of November 16, 2001.'
Qwest, however, has already submitted a motion to withdraw that evidence.? While
I take issue with almost of all of Mr. Ripperger’s and Ms. Roth’s characterizations
of the Intrado data and Qwest’s presentation of that data and do not concede that
their arguments have any merit, there is no reason to continue to debate that

evidence at this time.

Q. DO MR. RIPPERGER AND MS. ROTH ACCURATELY DESCRIBE THE

PROCEDURAL BACKGROUND TO THIS PROCEEDING?
A No. The witnesses have failed to describe fairly the procedural history of this

proceeding. Therefore, it is necessary to summarize that history here.

Q. PLEASE SUMMARIZE THE PROCEDURAL BACKGROUND OF THIS
INQUIRY.
A In his Report on Track A, the multistate Facilitator, Mr. John Antonuk, erroneously

concluded that Qwest had not satisfied the residential competition component of

! See See Testimony of Michael S. Ripperger in Response to Qwest’s New Mexico Specific Tract [sic]
A Evidence, In the Mater of Qwest Corporation’s Section 271 Application and Motion for Alternarive
Procedure 10 Manage the Section 271 Process, Utility Case No.3269 (Dec. 31, 2001), Public Version, at
20:20-33:20 (“Ripperger Test.”); Testimony of Diane F. Roth on Behalf of AT&T Cormmunications of the
Mountain States, Inc. Regarding Track A, /n the Matter of Owest Corporation, Inc.'s Section 271 Application
and Motion for Alternative Procedure to Manage the Section 271 Process (Dec. 31, 2001}, Public Version, at
6:21-7:13 (*Roth Test.™).

: See Qwest Corporation’s Motion to Withdraw Testimony Regarding E911 Data, Owest
Corporation's Section 27} Application and Motion jor Aliernative Procedure 10 Manage the Section 271
Process, Utility Case No. 3269 (Dec. 27, 2001).
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Track A because Qwest had not shown the existence of residential competition.” In
response, Qwest made two arguments to the Commuission in its Comments on the
Facilitator’s Report: First, Qwest argued that its evidence of resale-based residential
competition was already sufficient to satisfy Track A; second, Qwest noted that
facilites-based residential competition was present in New Mexico.* In support of
the second point, Qwest submitted my affidavit discussing evidence of PCS-based
wireless competition from Leap Wireless’s Cricket service.” Qwest pointed out that
PCS-based service was treated by the FCC as facilities-based competition if
customers are using the PCS service as a substitute. for, and not a supplement to,
wireline service. Qwest also submitted evidence that the Leap Wireless’s PCS
offering, Cricket, was being used by residential customers in New Mexico as a

substitute for wireline service.

Q. WHAT IS THE PURPOSE OF THIS INQUIRY?

The purpose of this proceeding is to evaluate the evidence of resale-based and
facilities-based residential competition in New Mexico. With respect to the latter,
the Commission stated that it wished to examine “the information contained in the

Affidavit of John W. Badal that purports to ‘document certain updated and

3 Facilitator’s Report on Group 5 Issues: General Terms and Conditions, Section 272, and Track A
(Sep. 21, 2001) at 80 (*Facilitator’s Report™).

* Qwest’s Comments, Exceptions and Brief Regarding the Facilitator’s Report on Group $ Issues, /n
the Matter of Qwest Corporation’'s Section 271 Application and Motion for Alternative Procedure to Manage
the Section 271 Process, Utility Case No. 3269 (Oct. 5, 2001) at 18-23 (“Qwest’s Comments™).

See generally Affidavit of John W. Badal, /n the Matter of Qwest Corporation's Section 27]
Application and Motion for Alternative Procedure 10 Manage the Section 271 Process, Utility Case No. 3269
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additional information . . . regarding the extent to which local exchange service 1s
provided to residential customers in New Mexico by camers competing with
Qwest.”® The rebuttal testimony of Mr. Teitzel addresses the issue of resale-based
residential competition, while this testimony addresses the issue of facilities-based
residential competition.  Because the Facilitator has already found that Qwest has
established the presence of facilities-based business competition in New Mexico,
Qwest can fully satisfy the Track A requirements for the state by showing the
presence of at least one CLEC serving a more than de minimis number of residential
customers through either resale-based or facilities-based (including broadband PCS)

service,
I1I1. EVIDENCE OF PCS-BASED RESIDENTIAL COMPETITION

HAVE MR. RIPPERGER AND MS. ROTH ACCURATELY DESCRIBED

THE APPLICABLE LEGAL STANDARDS IN THIS PROCEEDING? .
No. Both witnesses have misstated the relevant legal standards goveming this

proceeding. It is therefore necessary to rebut their Jegal analysis here.

HAS THE FCC HELD THAT WIRELESS PCS SERVICE CAN SERVE AS

EVIDENCE OF FACILITIES-BASED COMPETITION FOR THE

o

(Oct. 5, 2001).

1d. § 9 (citations omitted).
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PURPOSES OF TRACK A?
Yes. As Qwest noted in its Comments on the Facilitator’s Report,’ the FCC has
expressly held that “BOCs, in filing section 271 applications, can rely on the

»8

presence of broadband PCS providers to satisfy Track A, as long as the wireless

service directly “competes with the . . . telephone exchange service offered by [the
applicant in the relevant state].”” The “BOC must show that broadband PCS is
being used to replace wireline service, not as a supplement to wireline.”'® A
customer may “replace” her wireline service by either dropping a preexisting
telephone line or by foregoing a first or second line in favor of a PCS phone. The
broadband PCS service must also meet the Act’s definition of “telephone exchange
service” as “service within a telephone exchange, or within a connected system of
telephone exchanges within the same exchange area operated to fumish to
subscribers intercommunicating service of the character ordinarily furnished by a

single exchange, and which is covered by the exchange service charge.”'!

HAS THE FCC DECIDED WHETHER BROADBAND PCS SERVICE
QUALIFIES AS “TELEPHONE EXCHANGE SERVICE?”

Yes. The FCC has specifically held that two-way *“[t]elephone service offered by a

See Qwest’s Comments at 19-20,
Memorandum Opinion and Order, Application of BellSouth Corporation, BellSouth

Telecommunications, Inc., and BellSouth Long Distance, Inc.. for Provision of In-Region, InterL ATA Services
in L;Juz’sz'ana, 13 FCC Red 20599 9 25 (1998) {“Second BellSouth Louisiana Order™).

19
11

Id. {quotation marks omisted).
Id §31.
Id. 9 26 (citing 47 U.5.C. § 153(47)(A)).
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broadband PCS provider comes within this description,” since “[sjubscribers within
a PCS provider’s geographic service area . . . are interconnected to the pubilic
switched network by means of a central switching complex, and thus are able to
place and receive calls both to other users of the PCS system and to users of other

networks connected to the public switched network.”"

IS LEAP WIRELESS A BROADBAND PCS PROVIDER?
Yes. According to the FCC’s Universal Licensing System, every wireless license

that Leap or Cricket holds in New Mexico is for broadband PCS service."

MUST A CLEC PROVIDE SERVICE AT THE SAME PRICE AS THE BOC
IN ORDER QUALIFY AS A “COMPETING PROVIDER?”

No. Track A does not require CLECs to be offering exactly service at the same
prices as the BOC. As the FCC acknowledged-in the Ameritech Michigan Order,
the House of Representatives rejected a version of Track A that would have
demanded the presence of a CLEC capable of offering “service that is comparable in
price, features, and scope™ to that offered by the BOC." As a result, the fact that a
CLEC is offering PCS service at a higher price than the wireline service offered by

the BOC is not relevant for the purposes of Track A. In the Second BellSouth

12

13

1d 28,
See <htp://wireless.fec.gov/uls/>. The Cricket hicenses for New Mexico are BTAG08

(AI?Fquerque), BTA407 (Santa Fe), BTA162 (Gallup), and BTA386 (Roswell).

See Memorandum Opimion and Order, Application of Ameritech Michigan Pursuant to Section 27)

of the Communications Act of 1934, as amended, To Provide In-Region, InterLATA Services in Michigan, 12
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Louisiana Order, the FCC held that, “even though there may not be complete
identity in technical configuration, service characteristics, or charges for service

» 13 2 PCS provider can

between broadband PCS and traditional wireline service,
qualify as “competing provider” under Track A because the two services are
“functionally equivalent.”'® As the FCC noted later in that Order, “customers may
be willing to pay a premium for PCS service in light of the benefits of mobility,” but
that does not prevent the PCS service from being used as a substitute for wireline

service.”

MUST A CLEC PROVIDE SERVICE WITH THE SAME FEATURES OR
WITH THE SAME CALLING AREA AS THE BOC IN ORDER QUALIFY
AS A “COMPETING PROVIDER?”

No. The service offered by a CLEC can differ in features and calling area from that
offered by the BOC and still qualify under Track A. As discussed above, the FCC
has acknowledged that the House of Representatives rejected a version of Track A
that would have required a BOC to show that CLECs are capable of offering
“service that is comparable in price, features, and scope” to that offered by the
BOC.'"® The fact that the Cricket local calling area might be different from the

Qwest Jocal calling area therefore has no legal significance.

FCC Red 20543 1170 (1997) (quoting H.R. Rep. No. 104204, at 7 (1995)).

16
17
18

Second BellSouth Louisiana Order § 29 (1998).

1d.9 29,

id.§ 22.

Ameritech Michigan Order §77 n. 170 (quoting H.R. Rep. No. 104-204, at 7 (1595)} (emphasis
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ON PAGE 8 OF HER TESTIMONY MS. ROTH ARGUES THAT A BOC
MUST PROVIDE MARKETING STUDIES IN ORDER TO ESTABLISH
THAT CUSTOMERS ARE REPLACING THEIR WIRELINE SERVICE
WITH PCS SERVICE. IS SHE CORRECT?

No. Ms. Roth argues that the FCC requires a BOC to “{p]rovide evidence such as a
study or survey showing that customers are actually subscribing to Cricket service in
lieu of Qwest service.”'® Ms. Roth’s reading of that Order is incorrect. As Mr.
Ripperger acknowledged,®® the FCC held that “{e]vidence that broadband PCS
service constitutes a competitive alternative cou/d include studies, or other objective
analyses,” but it also held that “[e]vidence of marketing efforts by broadband PCS
providers designed to induce such replacement are also relevant.”?’  While a
marketing study might be an ideal evidentiary showing, the FCC has not held that a
study 1s an absolute requirement for establishing the existence of PCS-based
competition. For this reason, Ms. Roth’s argument that my discussion of the Second
BellSouth Louisiana Order is “incomplete™? misstates the FCC’s holding in that

decision.

PLEASE DISCUSS MR. RIPPERGER’S SUGGESTION THAT THE FCC’S

added).
19

Roth Test. at 8:12-13.

Ripperger Test. at 42:8-16.

Second BellSouth Louisiana Order § 31 (emphasis added).
Roth Test. ar §:6-13.
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FAILURE TO FIND THE PRESENCE OF PCS-BASED COMPETITION IN
LOUISIANA WOULD PROHIBIT THE COMMISSION FROM FINDING
PCS-BASED COMPETITION IN NEW MEXICO.

Mr. Ripperger’s suggests that, because the FCC did not find that BellSouth had
established the presence of PCS-based competition in Louisiana, Qwest’s evidence
of PCS-based competition must also fail.” He also argues that | misrepresented the
FCC’s findings in the Second BellSouth Louisiana Order and that the “evaluation of
whether PCS wireless should be considered as competition for Track A purposes is

»2¢ M. Ripperger’s argument is

far more complicated than Mr. Badal suggests.
unfair and itself misleading. First, as noted above, Qwest included a detailed
discussion of the FCC’s standard for a showing of PCS-based competition in the
Comments on the Facilitator's Report to which my affidavit was attached. Mr.
Ripperger’s suggestion that my affidavit and testimony has misrepresented the
FCC’s legal standard simply ignores those Comments. Second, neither Qwest nor I
have ever suggested that the Commission should accept Qwest’s evidence of PCS-
based data because the FCC accepted BellSouth’s PCS data. The fact that
BellSouth did not meet the FCC’s burden of proof in no way invalidates the FCC’s
plainly stated standards for PCS evidence. Qwest explained in its Comments what

those standards were, and presented evidence, including my affidavit, in order to

satisfy that standard. The only relevant question here is whether the Cricket

24

See Ripperger Test. at 36:18-40:16.
Id. a1 36:8-13.
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evidence submitted by Qwest satisfies the FCC’s stated standard for such a showing.

MR. RIPPERGER AND MS. ROTH CLAIM THAT QWEST HAS NOT
PROVIDED SUFFICIENT EVIDENCE OF COMPETITION FROM
CRICKET. HAS QWEST DEMONSTRATED THAT RESIDENTIAL
CUSTOMERS ARE PURCHASING PCS SERVICE AS A SUBSTITUTE
FOR WIRELINE SERVICE IN NEW MEXICO?

Yes. In my Affidavit of October 5, 2001, 1 presented multiple sources of evidence
indicating that at least a non-de minimis number of residential customers in New
Mexico were purchasing Cricket as a substitute for wireline service. That evidence

included:

e Information from the Cricket website, www.cricketcommunications.com,
showing that the Cncket service was currently being offered in Albuquerque
and Santa Fe for a flat rate of $29.95 per month, with unlimited local calling
within the Cricket local calling area and long distance calls priced at $0.08
per minute.”?

e Statements from the company discussing Leap’s strategy of encouraging
customers to replace their wireline service with Cricket.*®

e An Albuguerque Journal article in which John Clark, Cricket’s New Mexico
general manager, discussed the introduction of Cricket in New Mexico and
stated that the company estimated that over seven percent of its customers
had abandoned their home telephone lines in other markets.”’

» Another 4/buguerque Journal article containing statements from two New
Mexico residents that they had replaced their wireline service with wireless
c .28
service.

See Badal Affidavit, Attachment C.
See id., Attachment D.
See id., Anachment E.
See id., Attachment F.
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A portion of the FCC’s Sixth Annual Report on the State of Competition in
the Wireless Industry discussing Cricket® The FCC’s findings are
discussed in greater detail below.

A study by IDC cited by the FCC, in which 12% of PCS customers said that
they had purchased a wireless phone instead of an additional home telephone
line.*®

Transcripts of two Cricket television ads that ran in Albugquerque in
September 2001 in which the wireless service is being marketed as a
replacement for wireline service.”!

In my Direct Testimony of November 16, 2001, 1 supplemented the evidence

contained in my Affidavit with:

A Cricket direct mailer mailed to New Mexico residents that promoted
Cricket as a strong alternative to wireline service.”

Affidavits from three Cricket customers in New Mexico who acknowledged
that they had purchased Cricket as a replacement for home telephone lines.
Those affidavits are discussed in greater detail below.*

WHAT HAS THE FCC SAID ABOUT CRICKET SERVICE?

The FCC discussed Cricket in detail in its Sixth Annual Report on the State of

Competition in the Wireless Industry.** In that Report, the FCC recognized Cricket

as the paradigmatic example of a wireless service that is intentionally structured as a

29
k1]
31
32
33
34

See id., Attachment G,

See id., Attachment H.

See id., Artachment 1.

Badal Direct Test., Exhibit JTWB-2.

See id., Exhibit F'WB-3.

Annua] Report and Analysis of Competitve Market Condinons with Respect to Commercial Mobile
Services, Implementation of Section 6002(b) of the Omnibus Budget Reconciliation Act of 1993, FCC 01-192
(July 17, 2001) at 33-34 (“Sixth Wireless Report”).
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competitive replacement for wireline service.”> The Report also found that 7% of
Cricket customers had dropped their home telephone lines compietely, while 60% of

Cricket customers used Cricket as their primary phone.”

DO MR. RIPPERGER OR MS. ROTH RESPOND TO THE FCC’S
DISCUSSION OF CRICKET?
No. Neither witness has attempted to contradict the FCC’s findings with respect to

Cricket.

MR. RIPPERGER AND MS. ROTH ARGUE THAT QWEST HAS NOT
PROVIDED ANY STUDIES AT ALL SHOWING THAT CRICKET IS
BEING PURCHASED AS A SUBSTITUTE FOR QWEST RESIDENTIAL
WIRELINE IN NEW MEXICO. WOULD YOU COMMENT?

In response to the data request submitted by the Advocacy Staff and AT&T, Qwest
submitted estimates of both Cricket’s total number of customers in Albuquerque and
Santa Fe and how many of those customers have entirely replaced their wireline
service with Cricket.” Using the total number of potential customers in those cities,

multiplied by Cricket’s typical first-year penetration rate of 6-7%, Qwest estimated

15
3
37

Id.
Id.
See Qwest’s Objections and Responses to Staff’s Fourth Set of Interrogatories and Request for

Production of Documents to Qwest, /n the Marter of Owest Corporation s Section 271 Application and
Motion for Alternative Procedure 1o Manage the Section 271 Process, Utility Case No. 3269 {Nov. 19,

2001}, request 009; Qwest’s Objections and Responses to AT&T's First Set of Track A Discovery Requests

and Requests for Production of Documents to Qwest, In the Matter of Qwest Corporation s Section 27]



10

11

13
14
15
16
17
18

19

Track A Rebuttal Testimony of John Badal
Utility Case No. 3269

January 11, 2002

Page 14

a total of 51,695 Cricket customers for the region. Additionally, using the number
of potential customers in each city, again multiplied by Crcket's typical first year
penetration rate of 6-7%, Qwest estimates that Cricket currently serves 38,805 -
45273 customers in Albuquerque and 5,504-6,422 customers in Santa Fe. As
noted above, Cricket itself reports and that the FCC has acknowledged that
approximately 7% of Cricket customers have abandoned their residential telephone
lines. Multiplying that 7% substitution rate by the estimates of Cricket customers
discussed above yields an estimate of 2,716 to 3,169 Cricket customers in
Albuquerque and 385 to 450 Cricket customers in Santa Fe who have entirely
replaced their residential wireline service with PCS service. It should be noted that
these estimates seriously undercount the total number of Crnicket customers who
have used Crcket as a substitute for wireline service because they only include
customers who have disconnected all residential wireline service, and do not inciude
those customers that have replaced or foregone a second line, or who have never

established wireline service at a residential location in the first place.

Moreover, Qwest has provided an extremely conservative estimate of Cnicket's total
New Mexico customer base that has yet to be challenged. Prior to December 3,
2001, Cncket was assigned 60,000 telephone numbers in Albuquerque. On

December 3, 2001 Cricket received an additional 30,000 telephone numbers in

Application and Motion for Alternative Procedure 10 Manage the Section 271 Process, Utility Case No. 3269
(Nov. 28, 2001), requests 007 - 008 (see Attachment 1).
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Albuquerque. FCC rules require a provider to reach 60% utilization and be at 6
months to exhaust of existing telephone numbers, prior to acquiring additional
telephone numbers within any given rate center. Therefore, using the FCC
utihization requirement of 60% and Crncket’s 60,000 Albuquerque telephone
numbers prior to December 3, 2001, Qwest was able to estimate that Cricket has at
least 36,000 customers in the state of New Mexico. Multiplying that estimate by the
7% substitution rate discussion above yields an estimate of 2,520 Cricket customers
in Albuquerque who have entirely replaced their residential wireline service with

PCS service.

When viewed in combination with the evidence included in my Affidavit and Direct
Testimony, the estimates described above strongly suggest that a more than de
minimis number of residential customers in New Mexico are purchasing Cricket’s
service as a substitute for residential wireline service. Cricket is thus providing

residential competition for Qwest and Qwest has satisfied Track A.

PLEASE COMMENT ON MR. RIPPERGER’S ARGUMENT THAT THE
7% SUBSTITUTION FIGURE CITED BY QWEST 1S UNRELIABLE.
Mr. Ripperger and Ms. Roth are critical of Leap’s own calculation that

approximately 7% of its Cricket customers report cutting their residential wireline
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service completely after purchasing a Cricket phone.*® While it is true that the 7%
estimate 1s not specific to New Mexico, neither Mr. Ripperger nor Ms. Roth have
offered any evidence that the Cricket customers in New Mexico market are
significantly different from Cricket customers in other parts of the country. On the
contrary, Cricket’'s General Manager for New Mexico cited the same 7%
substitution figure while discussing the introduction of Cricket service in the state.”
Mr. Ripperger and Ms. Roth also fail to mention that the FCC itself approvingly
cited the 7% substitution figure in its Sixth Annual Report on the State of
Competition in the Wireless Industry, strong evidence of the validity of the

estimate.*

DO YOU AGREE WITH MS. ROTH’S ARGUMENT THAT CUSTOMERS
“CUTTING THEIR HOME PHONE SERVICES” DOES NOT MEAN THAT
THEY ARE USING CRICKET AS A SUBSTITUTE FOR WIRELINE

SERVICE?

(1719

No. Ms. Roth suggests on page 9 of her testimony that “‘cutting their home phone

services’ could mean any number of things, from discontinuing voice mail or other

' Yet the very activities Ms. Roth

vertical services 1o foregoing a second line.™
suggests involve using Cricket as a substitute for wireline service. If Cricket

customers are “foregoing a second line” by purchasing a Cricket phone as she

38
9

See Ripperger Test. at 45:16-46:13; Roth Test. at 9:5-10:2.
See Badal Affidavit, Attachment E.
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suggests, they are replacing a land line with PCS.

ON PAGE 44, MR. RIPPERGER STATES THAT NEWSPAPER ARTICLES
THAT DEMONSTRATE CONSUMERS ARE  INCREASINGLY
REPLACING WIRELINE SERVICES WITH WIRELESS SERVICES ARE
“JOURNALISTIC INTERPRETATIONS OF THE EFFECT OF WIRELESS
SERVICE ON WIRELINE USAGE.” WOULD YOU COMMENT?

Mr. Ripperger’s statement refers to the Albuquergue Journal article that I included
in my previously filed direct testimony entitled “The Freedom Phone.” While Mr.
Ripperger correctly points out that newspaper articles are journalistic
interpretations, he omits several quotes included in the articles from actual
consumers, Gail Hilliard and Penelope Cisneros, who have “gone totally wireless”

and clearly demonstrate that traditional wireline service i1s being replaced with

wireless.

ON PAGE 46, MR. RIPPERGER EXPRESSES DOUBT ABOUT THE
“VALUE AND EXTENT” OF THE THREE AFFIDAVITS FROM
CURRENT CRICKET CUSTOMERS WHO STATE THAT THEY ARE
USING THEIR CRICKET LOCAL WIRELESS SERVICE AS A

SUBSTITUTE FOR TRADITIONAL WIRELINE SERVICE. WOULD YOU

40
41

See Sixth Wireless Report at 33-34.
See Roth Test. at 9:13-16.
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COMMENT ON MR. RIPPERGER’S RESPONSE?

Mr. Ripperger claims that only one of the three affidavits stated that the consumers
use Cncket as a substitute for a Qwest landline, yet he has failed to even identify
which of the affidavits 1s deficient. In fact, the affidavits clearly state that Cricket’s
wireless service was purchased as an alternative to traditional wireline service. Ms.
Walden stated in her affidavit that she purchased Cricket “as an altemative to
additional landline telephone service . . . .™** Ms. Campbell stated that she got a
Cricket phone “as an alternative to traditional landline telephone service” and that
she currently has *“no landline service in [her] apartment.”™® Finally, Ms. Gallegos
stated that she “terminated [her] landline service” after purchasing her Cricket
phone and has “no intention of purchasing landlines service at this time.”” These
affidavits plainly show that at least some actual customers in New Mexico are
replacing their wireline service with Cricket’s PCS service, a fact that Mr. Ripperger

cannot dispute.

PLEASE COMMENT ON MR. RIPPERGER’S AND MS. ROTH’S
SUGGESTION THAT CRICKET PCS SERVICE IS NOT AN ATTRACTIVE
SUBSTITUTE FOR WIRELINE SERVICE.,

Mr. Ripperger and Ms. Roth sugg.est that customers would be unlikely to purchase a

Cnicket phone instead of wireline service because of technical differences and the

43

See Affidavit of Nancy Walden (Nov. 15, 2001), attached 10 Direct Testimony of John Badal.
See Affidavit of Alyssa Campbell (Nov. 15, 2001), attached to Direct Testimony of John Badal.
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fact it is priced higher than residential wireline service.* Both witnesses, however,
ignore the advantages that wireless service offers over wireline service, including,
most obviously, portability. As the FCC explcitly recognized in the Second
BellSouth Louisiana Order, “customers may be willing to pay a premium for PCS
service in light of the benefits of mobility.”* More importantly, the compatibility
of the features is not legally relevant — the FCC has acknowledged that broadband
PCS service is “functionally equivalent” to wireline service “even though there may
not be complete identity in technmical configuration, service charactenstics, or

charges for service . ...

The best argument on why Cricket is an attractive alternative to wireline service
may come from Cricket itself. The following graphic is an excerpt of a Cncket
direct mailer, first submitted in my previously filed direct testimony, and shows why

Cricket’s local service offering is an attractive substitute for wireline service:

Don't get another phone line. Get Cricket!

Another home phone Cricket wireless phone

s  Expensive wstallation charges — Up to §75 » No installation charges!

*  Wait around for the installer. Will they show | «  Pick up your new phone at your convenience!

up?

45

47

See Affidavit of Stephante Gallegos (Nov. 15, 2001), attached to Direct Testimony of John Badal.
See Ripperger Test. at 40:20-42:2; Roth Test. at 10:16-21.

Second BellSouth Louisiana Order 9§ 32.

Id %29 (1998).
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* High monthly bill »  One low price - $29.95 for all local calls
s  Unpredictable charges »  You pay the same low price every month
»  Hard-wired to the house »  Take Cricket with you all around town!

Mr. Ripperger aiso makes an apples to oranges comparisons concerning Cricket’s
local service: Cricket’s availability and features vs. other PCS offerings. Mr.
Ripperger repeatedly fails to recognize that Cncket is not positioning its local
service offering against other PCS providers. As the advertisement quoted above
demonstrates, Cricket is clearly marketing its local service as a replacement for
traditional wireline service. Therefore, one would expect Cricket’s offering to look
much less like the offerings of other PCS providers and more like a traditional
wireline offering. In fact, the following graphic clearly demonstrates that the
general similarities between Cricket’s local service offering and traditional wireline

clearly outweigh the differences, as identified by Mr. Ripperger.

Who is Cricket competing against?

Qwest Wireline Residential Service Cricket Wireless Local Service
»  Fixed monthly rate e Fixed monthly rate
= Unlimited local calling minutes ¢  Unlimited local calling minutes
*  Limited local calling area » Linuted local calling area

» Long distance service at a per runute rate | «  Long distance service at a per mmute rate

*  Ala care optional features e  Ala carte optional features

*  No charge for incoming calls » No charge for incoming calls
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IS LEAP STILL ADDING NEW CRICKET CUSTOMERS IN ITS SERVICE
REGIONS?

Yes. Reviewing Mr. Ripperger’s assessment of Cricket’s local service offering and
marketing efforts, one might conclude that Cricket will never achieve any success
because consumers have no reason to purchase the service. In fact, Cricket has
actually been quite successful overall — Leap Wireless recently announced that it
added approximately 394,000 new Cricket customers during the fourth quarter of
2001, a 54% increase in that quarter alone, and ended the year with more than 1.1
million customers in total.® Contrary to Mr. Ripperger’s pessimistic outlook for
wireless replacement of wireline service, clearly the FCC understands that wireless
replacement of traditional wireline service is at the early stage of what will likely be

. . . . . 49
a steady migration away from wireline service.

AT PAGE 47, MR. RIPPERBERGER ARGUES THAT CRICKET’S LOCAL
SERVICE OFFERING IS BEING USED BY FORMER QWEST
CUSTOMERS WHO NO LONGER QUALIFY FOR QWEST'S
RESIDENTIAL SERVICE DUE TO PRIOR CREDIT PROBLEMS. WOULD

YOU COMMENT?

It 15 Qwest’s position that Cricket’s local service offering is being used by former

Qwest customers regardless of whether or not they had ever experienced any credit

48

See Press Release, “Leap's Cricket Customers Grow Five-Fold in 2001 to More Than 1.1 Million,”

(January 8, 2002), available ai htrp://www.leapwireless. com/pressicontent’2002/010802 html (see Attachment
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problems. As I noted above, Leap has recently announced that 1t added almost
400,000 new customers in all of 1its states in the last guarter of 2001 alone. That
rapid growth suggests that Cricket is attractive to all customers, not just those with

credit problems.

Moreover, even if Mr. Ripperger’s facts were right, they would be irrelevant as a
matter of law. Nothing in the 1996 Act, the legisiative history, or the FCC’s orders
requires a CLEC to serve exactly the same customers served by the BOC.
Therefore, regardless of which customers are purchasing Cricket, 2s Jong as Leap is
serving residential customers in New Mexico it is providing competition to Qwest
under Track A. In fact, while I do not believe he intended to do so, the situation that
Mr. Ripperger describes is quite simply competition for residential local exchange
service. In Mr. Ripperger’s example, a customer with credit problems is required to
seek an alternative local service provider and ends up purchasing a Cricket phone.
Alternatively, the customer might be seeking mobility or an affordable and
convenient way to stay in touch with a teenage child. In either case, what Mr.
Ripperger is describing is a viable alternative to wireline local exchange service. If
Mr. Ripperger believes that Cricket could be a full substitute for Qwest for high nsk

customers, he 1s tacitly conceding that Cricket 1s competitive alternative to Qwest.

49

See Sixth Wireless Report at 33-34.
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IV. SHARED TENANT SERVICES

AT PAGE 32 OF HIS TESTIMONY, MR. RIPPERGER CONTENDS THAT,
BECAUSE CLEC-OWNED PBX SYSTEMS SERVING RESIDENTIAL
APARTMENT BUILDINGS MUST SUBSCRIBE TO BUSINESS PBX
TRUNKS, THAT ARRANGEMENT SHOULD NOT QUALIFY AS
RESIDENTIAL LOCAL EXCHANGE COMPETITION IN NEW MEXICO.
IS HE CORRECT?

No. Mr. Ripperger’s conclusions are confusing and incorrect. From Qwest’s
perspective, absent the presence of the CLEC-owned PBX system in an apartment
building, it is likely that many of the apartment residents would subscribe to Qwest
local exchange residential service. The loss of residential customers to a PBX

“shared tenant” arrangements clearly represents the loss of customers to a facilities-

based provider.

IS IT POSSIBLE THAT CLEC RESPONDENTS TO THE COMMISSION’S
SURVEY REGARDING COMPETITION, LIKE MR. RIPPERBERGER,
HAVE EXCLUDED APARTMENT BUILDINGS SERVED VIA PBX
SYSTEMS FROM THE RESIDENTIAL LOCAL EXCHANGE MARKET?

IF SO, WHAT ARE THE POTENTIAL IMPACTS TO THE RESULTS OF

THE SURVEY?
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Yes. It is possible that CLECs internally classify apartment buildings served via
PBX systems as business customers, as Mr. Ripperberger argues they should. If
CLECs that serve apartment buildings via PBX systems and define these customers
as business customers respond to the survey according to their internal
classifications, the survey results would likely understate the number of residential
customers, the residents of the apartment buildings, being served via CLEC facility-
based networks. For example a CLEC that serves several apartment buildings via
PBX systems and that classifies these apartments as business customners, when asked
the survey question, “How many residential customers do you serve via facility-
based networks?”, the CLEC could respond simply “none.” A response of this
nature, while technically correct, would certainly understate the level of residential

facility-based competition presently in the state.

V. CONCLUSIONS AND RECOMMENDATIONS

PLEASE SUMMARIZE YOUR TESTIMONY.

The FCC has recognized that broadband PCS providers such as Leap can serve as
“competing providers” for the purposes of Track A if customers are replacing their
wireline service with the PCS service. The evidence provided in my October 5,
2001 Affidavit and my November 16, 2001 Direct Testimony shows that residential
customers in New Mexico are, in fact, purchasing Leap Wireless’s Cricket service

as a replacement for wireline service, and neither of the opposing witnesses in this
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proceeding have sufficiently rebutted that evidence. Therefore, Qwest has
demonstrated the existence of both business and residential local exchange

competition, and thus fully satisfied the requirements of Track A.

WHAT DO YOU RECOMMEND TO THE COMMISSION?

In view of the evidence Qwest has presented throughout this proceeding, ]
respectfully recommend that the Commission find the existence of local exchange
competition for the residential customers in New Mexico, and therefore, Qwest has

fully satisfied Track A requirements in this state.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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Leap Press Release

=7 Release

Leap's Cricket Customers Grow Five-Fold in 2001 to More Than
1.1 Million

~ Cricket Customer Base Grows Almost 400,000 in Fourth Quarter ~

SAN DIEGO - Jan. 8, 2002 - Leap Wireless International, Inc.
{Nasdag: LWIN), an innovator of wireless communications services,
today announced that it ended fiscal year 2004 with 1.119 million
Cricket customers, meeting the company's guidance of at least 1.1
million customers. Leap currently offers Cricket, its unfimited local
wireless service, in 39 markets in 20 states stretching from New York
to California. Leap grew its customer base by 54 percent in the fourth
quarter, up from more than 724,000 customers as of Sept. 30, 2001.
Net additions were more than 394,000 - an ali-time high for the
company.

"Despite an uncertain economy, the demand for the Cricket service
and its value and predictability has remained strong. We think
Cricket service and its customer growth both this quarter and this
year prove that our innovative, value-focused business model
succeeds in adding customers more gquickly than almost anyone eise
in the wireless industry,” said Harvey P. White, chairman and CEO of
Leap. "We are proud of accomgplishing the five-fold increase in our
customer base while successfully expanding our business on a
national scale during the year. We look forward to moving ahead with
our plans to launch our 40th market - Buffalo, N.Y. - in the first
quarter of this year and expect to end 2002 with approximately two
million Cricket customers.”

"We have built & sirong organization ted by an experienced, proven
management team,” said Susan G, Swenson, Leap's president and
chief operating officer. "In addition to operating our existing markets,
our team launched 29 new markets in a single year with 14 of them
being launched in the fourth quarter - a true accomplishment. With
nearly 1,800 employees, our team ended the year with 27 switches
and approximately 2,200 cell sites, 100 Cricket retail locations and
5,000 indirect retail locations across the country. As our company
continues the to fully transition from faunch Yo operational mode, we
look forward to continuing to grow our business prudently and cost-
effectively as we deliver innovative, affordable wireless services to
the mass consumer market.”

Leap expects to report other results and to provide guidance for
2002 during its fourth quarter conference call on Feb. 11, 2002.
Further details on the conference call will be provided at a later date.

About Leap

Leap, headquariered in San Diege, Calif., is a customer-focused
company providing innovative communications services for the mass
market. Leap pioneered the Cricket Comfortable Wireless service

http://www Jeapwireless.com/press/content/2002/010802 html

Page 1 of 3

1/11/02
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that lets customers make all their locai calls from within their local
calling area and receive calis from anywhere for one low, fiat rate.
Leap has begun offering new services designed to further transform
wireless communications for consumers. For more information,
please visit www.leapwireless.com.

i

Except for the historical information contained herein, this news
release contains "forward-looking staternents” reflecting
management's current forecast of certain aspects of Leap's future.
Some forward-looking statements can be identified by forward-
looking words such as "believe,” "think," "may,” "could,” "will,"”
"estimate,” "continue," "anticipate,” "intend,” "seek,” "plan,” "expect,”
"should,” "would" and similar expressions. This news release is
based on current information, which we have assessed but which by
its nature is dynamic and subject to rapid and even abrupt changes.
Our actual results could differ materially from those stated or implied
by such forward-looking statements due to risks and uncertainties
associated with our business. Factors that could cause actual results
to differ include, but are not limited to: changes in the economic
conditions of the various markets our subsidiaries serve which could
adversely affect the market for wireless services; our ability to
access capital markets, a failure to meet the operational, financial or
other covenants contained in our credit facilities; our ability o roliout
networks in accordance with our plans, including receiving
equipment and backhaul and interconnection facilities on schedule
from third parties; failure of network systems to perform according to
expectations; the effect of competition; the acceptance of our
product offering by our target customers; our ability to retain
customers; our ability to maintain our cost, market penetration and
pricing structure in the face of competition; technological challenges
in developing wireless information services and customer
acceptance of such services if developed; our ability to integrate the
businesses and technologies we acquire; rulings by courts or the
FCC adversely affecting our rights to own and/or operate certain
wireless licenses; the impacts on the giobal and domestic economies
and the financial markets of recent terrorist activities, the ensuing
deciaration of war on terrorism and the continued threat of terrorist
activity and other acts of war or hostility; and other factors cetailed in
the section entitled “"Risk Factors" included in our Quarterly Report
on Form 10-Q for the fiscal quarter ended September 30, 2001 and
in our other SEC filings. The forward-looking statements should be
considered in the context of these risk factors. Investors and
prospective investars are cautioned not to place undue reliance on
such forward-looking statements. We undertake no obligation to
publicly update or revise any forward-looking statements, whether as
a result of new information, future events or otherwise.

Leap and the Leap logo design are trademarks of Leap Wireless
International, inc. Cricket and Comfortable Wireless are registered
trademarks of Cricket Communications, Inc.

e

Leap Wireless International Contacts:
Sarah Thailing, Media Relations
1-858-882-6018 (ph) 1-858-882-6030 (fax)
sthailing@leapwireless.com

http://www.leapwireless.com/press/content/2002/010802.html

1/11/02
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Jim Seines, Investor Relations
1-858-882-6084 (ph) 1-619-882-6030 (fax)
jseines@ieapwireless.com

Bock Communications, Inc.

Jessica Levy, Media Relations
1-714-540-1030 (ph) 1-714-540-1060 (fax)
jlevy@bogkpr.com

Copyrg it 22001 Ly Wil tzmatioral Ine San Disgo, Califernia

http://www leapwireless.com/press/content/2002/010802.huml 1/11/02



New Mex:co
Uzil-ty Case Nc. 3269
STF 04-00C5

INTERVENOE.: New Mexico Stacs Corperation Commission Staff

RECUEST NO: 0og

Eow many customers does Crickst have in New Mexico?

RESPONSET:

While the exact number of Cricket’'s New Mexico customers is clearly
rreopriecary and not availakle zo QwesT, Qwes: can provide & renge c¢f estimates

based on separate and publicly availakle informaticn as fcllows:

Estimate 1., - Data Source: Leap Wireless Internationzl, Inc. (Cricket's
parent company) 3rd Fiscal Quarter 200X Earnings press release. Web site link:
pog: / waw, leapwirslecss comidindey homl

The Rlbuquergue and Santa Fe mMeLTo areas conta:in 738,502 covered
Porential Customers ("POFs™).

. Cricket's typical first-year penetration rate is equal to 6% to 7% of
the ccvered POPs.

Mul:tiplying covered POFs by first-year penetration ratzss yields: R: 6%:
£4,2190,
Rt 7%: 51,695

(4]

stimete 2. - Data Source: Local Exchange Routing Guide (LERG), FCC
eguirements necessary to acquice additional prefixes.

H

kccording to the LERG Cricket curvently has six prefixes in the
Duguergue ané three prefixes in the Santa Fe metro areas and is scheduled to
ceive two addizicrnal prefixes in the Albuguergue metro atea on December 3,
Because each preiix has 10,000 telephone numbers, Cricket currently has
00 telephene numbers assigrned to it in Albuquergue metro area and 30,000
s.gned to ir irn Santa Fe.

[N Rt

m O Q@ -
s

CC rules reguire a provider t> reach 60% utilization and be at 6 months

To exnaust ¢f existing telephone numbers, pricr to acguiring additional
telephone numbers wichin any given rate center. Second Report and Order,
Crder on Reconsiderztion in CC Docker No. $6-%8 and CC Sockes No. 99-200, and
Secznd Furcher Notice of Proposed Rulemaking in CC Dockez Nc. §%-200,
Number:ng Resource Optimizatlon, Petizion for Declarateory Ruling and Reguest
For Zxpecdited Action eon the Julv 15, 1997 Crder of the Pennsvlvania Public
Jrzlicy Commission Regarding hrea Codes 412, 620, 2185, and 717, 18 FCC Rcd 376

J Repcr:z and Order and Further Netice c¢f Proposed Rulemaking, Numbering

-

kesource Optimization, 15 FCCT Red 7574 {2000},

i rate by the number of currant
6,000 custcomers.

Mulz:plying the reguired ut:il:
Albuguergue telepnene numbers yiLelds:




New May*Po

INTERVENCE : AT&T Communications ¢f the Mountain States, Inc.

REQUEST NC: 0o7

a} How many customers does Cricket have irn the greater Albugquergue arsa at
present? k) Hew many of these customers have retained their local exchange
service with Qwest? ¢} How manv of tho uscomers have replaced the:r
Qwest local exchange service with the wireless service offersd by Cricker?

RESPONEE:

2) Qwest cbjects to this Reguest beczuse it seeks crmation that violates
the confidentiality rights of third parcies and is highly confidential,
proprietary, and compeiitively sensitive. Subjecr to and wichout waiving the
objecrion, Qwest states:

Unknown. However, using publicly available informaztion, Qwest has prepared an
estimaze of the total number of Crickez’'s Albuguergue Customers, See Leap
Wireless Internaticnal, Inc. 3rd Fiscal Quarter 2001 Earnings press release
{available at <http://www.leapwireless.com/ dindex.html>) .

. Tne ARlbuguerque metro area conricains £46,758 covered potential customers
{POPs) .

Teap Wireless (Cricket'’'s parent company) reports that Cricket's typlcal
first-yvear penerration rate in a new marke:t is equal to €% to 7% of the

g covered PCPs by first-year penetration ratas yields: Az 6%

A "% 45,273

Uty
!
<
-
o]

icket serves between 3E,000 and 45,000

H

onably estimate that C
he Albuguergue metro area.

Qwest can Tea
Lstomers in

l’"t/i

the co“-_den:iality rights of third parties and 1 c
proprigtary, and compecitively sensitive, Subject to and without waiving the

-

b) Qwes: obiects rto this FRequest because 1: seeks informactio
. S" ’_~

cbiection, Qwest stazes:

Unknown. Qwest does not track the number of Cricket’'s customers who have
retzined thelr local exchange service with Qwest.

c}) Qwest okijects o this Fegquest because it seeks Information that violates
the confildentlalicy rights of third parties, and is highlyv confidencizl,



Secause Cricikes has no- regueste s
area, 1T l1s nct approgriate to apply T atio r
Crizket's Santa F2 metrs area telephone numbers. Therefgore, the esiimate of
36,000 Albuguergue me:ro area CUSTOMErs can Conservatively be considered the

low escimarte.

Based the above mezhodologies, Qwest can reascnably estimate that Cricket
currently serves becween Jg,000 and 3i1,£685 customers 1n New Mexicso.



exry, and competitively sensitive. Qwest notes further that counting
nly these pre-exiscing customers who have actually disconnected all of zhelr
landline local exchange service seriously underestiimates The extent -0 which
New Mexico customers are substituting Cricke: wireless service for Qwes:t
landliine services. Subject to and without waiving the objection. Qwes:

sTates:

Urnknown. Qwest does not track the number of Cricke: wireless customers who
have disconnected thelr Qwest .ocal exchange service. However, using the
pukblicly available informaticn Laid out in subpart (a), togecher with
additional information from Leap Wireless that has been repcrted in the
Federal Communicaticns Commission’s Sixth Annual Repor: orn the State of
Competition in the Wireless Industry (avallable at <http://hraunioss.fcc.cov/
edocs_public/ettachmaschn/FCC-01-29281 péf>), Qwes: has prepared the followin
estimates cf the number cf Cricket customers wheo are using Cricket to
substitute one or more residential wirelines from Qwest. The FCC cites Leap
Wireless’'s own public statements repcrting that 60% of Cricke: customers use
thelr wireless phones as their primary phone, about 50% view their Cricket
service as a repiacement of a firs:t and/or second wireline, and 7% cf Cricket’
S customers in Cricket’s mos: established markets have dropped their wireline
home phones altogether. Cricket’'s New Mexico General Manager has repcorted
that Cricket expects the same 7% total discomnection figure in New Mexico.
rm Offers Phone Service for One Price," Albuguergue
3. App.ving this data to the above estlimates of
Albuguergue customers yields the following

See Carolyn Appelman, "Fi
Journal, Feb. 22, 2001 at
Cricket’'s total number of

estimates:
. Estimate of the number of Cricket's Blbuguercgue customers who have
disconnected all residenzial wireline service: 2,716 to 2,169

Because this figure counts only these preexisting wireline customers who have
disconnected all wireline service, it does not include customers who have
retained their primary landlire but disconnected or foregone a second landline
in faver of a Cricker phone, nor does it include customers who established
thelr initial service with Cricket and hence never became 2 Qwest wireline
customer. Thus, this number seriously undercoun:zs the extent of wireless
stbstitution occurring in Albuguercue.

Respondent: Michael Horcasitas, StaZf Advocate, Policy & Law



New Mexlco

Utilicy Case No. 13258
2TaT (L-00B
INTEZRVENOE : AT&T Communications of the Mountalin States, Inc.

REQUEST NO: 008

a) How many customers does Cricket have in the greater Santa Fe area at
SR resent? b} How many of those customers have retained thelr local exchange
o service wizh Qwest? ¢) How many of those customers have replaced their

Qwest local exchange service with the wireless service cffered by Crickez?

RESPOCNSE

a) Qwest objects to this Regquest because it seeks information that violates
the confi cer:xal;ty rights of chird parties and is highly confidential,
proprietary, and competitively sensitive. Subject te and without waiving the

cbjection, Qwest scates:

Unknown. However, using publicly available information, Qwest has prepared an
estimate of the total number of Cricket’s Santa Fe customers. See Leap
Wireless Internaticnal, Inc. 3rd Fiscal Quarter 2001 Earnings press release
{available at <http://www.leapwireless.com/ dindex.html>).

. The Santa Fe metro area contains 645,753 covered potential customers
(PQOPs) .

Leap Wireless (Cricket’s parent company) reports thart Cricket's typical

ret-year penetration rate in a new market 1s equal to 6% to 7% of the
vered FPOPs.

[
}+e

overed POPs by first-year penetration rates yields: At 6%

Multiplving ¢
. S,504 Ao 7% 6,422
- Qwest can reascnatly estimate that Cricket serves between 5,000 and 6,000

cusTomers in the Santa Fe merLro area.

b) Qwest obiects to this Recquest because it seeks Iinformation that viclates
the coniidentiality rights of third parties and is highly confidential,
proprietarv, and compeiicively sensitive. BSubject to and without waiving the

. crojection, Qwest states:

Unknown.. Qwest does not track the number cf Cricket’s customers who have
retained thelr local exchange service with Qwest.

¢) Qwes=z obJlects te this Reguest because 1r seaks information tha:t viclates
the coniidentiality rights of third parties, anéd is highly cornfidential,
reprietary, and competiiively sensitive, (west notes further thal co

'(‘



S

only those pre-sxlisting customers who have actually disconnected all of their
landiine local exchange service sericusly underestimates the axt o LC
New Mexico customers are substituting Cricket wireless service for Qwest
landline services. SubZect t2 and wizthout wailving the objection, Qwest
states:

Unknowr:. Qwes: does not rrack the number of Cricke:r wirelass customers who
have disconnec:zed their Qwest local exchange service. However, using the
publicly available informarion laid out in subpar: (a), ctogether with
addizional information from Leap Wireless that has been rsported in the
Faderal Communications Commission’'s Six:ch Annual Report on the State of
Compstizion in the Wireless Industry (available at <htip://hraunfoss.icec.gov/
edocs_public/attachmatch/FCC-01-19221.pdi>), Qwest has prepared the following
estimates of the number of Cricke: customers who are using Cricket to
substituce cne ¢r more residential wirelines Irom Qwest. The TCC cites Leap
Wireless's ownn publ.c statements reporting that €0% cf Cricket customers use
the.r wireless phones as thelr primary phone, about 350% view their Cricket
service as a replacement cf a first and/or second wireline, and 7% of Cricket’
s customers in Cricket’'s most established markets have dropped their wireline
home phones altogether. Cricket's New Mexico General Manager has reported
that Cricket expects the same 7% total disconnection figure in New Mexice.

See Carolyn Appelman, "Firm Offers Phone Service for One Price, " Albugquargue
Journal, Feb. 22, 2001 at 3. 2pplving this data to the zbove estimates o¢f
Cricker’'s total number of Santa Fe customers yields the following estimates:

)

. stimate of the number of Cricket’'s Santa Fe custcomers who have
disconnectad 2l] residential wireline service: 385 to 450

ecause this figure counts only those preexisting wireline customers who have
disconnected all wireline service, it does not include cuscomers who have
retalneé thelr primary lzndline but disconnected or foregone a se&cond landline
in favor of a Cricker phone, ner dees it include customers who established
their inmiciel service with Cricke: and hence never becams a2 Qwest wireline

ustomer. Thus, this number serious_y undercounts the extent of wireless
substitution occurring in Santa Fe.

o

Fespondent: Michael Hercasitas, Staff Advocate, Policy & Law
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IDENTIFICATION OF WITNESS

PLEASE STATE YOUR NAME, OCCUPATION, AND PLACE OF
EMPLOYMENT.

My name is David L. Teitzel. I am employed by Qwest Corporation (“Qwest”). My
title is Director - Product and Market Issues. My business address is 1600 7"

Avenue, Room 2904, Seattle, Washington 98191.

ARE YOU THE SAME DAVID L. TEITZEL. WHO FILED DIRECT
TESTIMONY IN THIS PROCEEDING ON MARCH 30, 2001 AND
REBUTTAL TESTIMONY ON MAY 23,2001?

Yes, [ am.

PURPOSE OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

The purpose of my testimony is to discuss and reinforce Qwest’s evidence that
Competitive Local Exchange Camers (CLECs) are providing local exchange
residential services to customers in New Mexico. The procedural order issued by
the Commission on November 6, 2001 in this docket specifically required direct
testimony to be filed regarding this issue. Mr. John Badal is also filing direct
testimony to address other updated competitive information in New Mexico as

required by the order.

Section 271(c)(1)(A) of the Telecommunications Act of 1996 requires a BOC to
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show that “competing providers” are providing “telephone exchange service . .. to
tesidential and business subscribers.”! According to the FCC, a CLEC qualifies as a
“competing provider” as long as it is operational and “serving more than a de
minimis number of end-users.” The FCC has stated that it “do[es] not read section
271{c)(1)(A) to require that a new entrant serve a specific market share in its service
area to be considered a ‘competing provider.”” In other words, a BOC only need
demonstrate that there are one or more CLECs in the state providing service to
customers in order to satisfy this requirement of Track A; it does not require the
presence of multiple CLECs or that CLECs have achieved any particular share of

the market in the state overall.

The FCC has also squarely held — and the New Mexico Public Regulation
Commission has recently acknowledged* — that Track A does nor require a BOC to
prove that competition for residential customers is facilities-based.” The FCC has

stated multiple times that resale-based competition for residential customers is

b 47US.C §271(c)(1XA).

* See Memorandum Opinion and Order, Application of Ameritech Michigan Pursuant to Section 271
of the Communications Act of 1934, As Amended, To Provide In-Region, InterLATA Services in Michigan, 12
FCC Red 20543 99 78 (1997) (“Ameritech Michigan Order”).

S a7

*  See Procedural Order Regarding Track A, In the Matter of Qwest Corporation's Section 271
Application and Motion for Alternarive Procedure to Manage the Section 271 Process, Utility Case No. 3269
(Nov. 6, 2001) at 3 (“The Comrnission recognizes that the FCC allows for the satisfaction of the residential
competition component of Track A through a showing of competitors’ service to residential customers entirely
viaresale ... .").

See, e.g., Memorandum Opinion and Ortder, Applicarion of BellSouth Corporation, BellSouth
Telecommunications, Inc., and BellSouth Long Distance, Inc. for Provision of In-Region InterLATA Services
in Louisiana, 13 FCC Red 20599 9 48 (1998) (“Second BellSouth Louisiana Order”) (holding that reading
Track A to require a showing of facilities-based residential competition would “produce anomalous resuits,
and there appear to be overriding policy considerations that lead to a contrary construction of the statutory
language™); id. at 746 (“The language of section 271(c)(A) [the Track A requirement] appears to stop short of
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sufficient: “[IJt does not appear to be consistent with congressional intent to
exclude a BOC from the in-region interLATA market solely because the

6
™ Therefore,

competitors’ service to residential customers is wholly through resale.
Qwest can satisfy Track A by showing that business customers in New Mexico are

being served by facilities-based competition while residential customers are being

served solely by resale-based competition.

The report by Mr. John Antonuk (“Facilitator”) of the Liberty Consulting Group
concerning General Terms and Conditions, Section 272 and Track A, released on
September 21, 2001, concluded that, while all Track A requirements were met with
respect to business services in New Mexico, these requirements were not met with
respect to residential service in New Mexico.® The Facilitator concluded that Qwest
had not provided “substantial evidence” of provision of competitive local exchange
service to residential end users.’ It appears, however, that the Facilitator believed
that Qwest was required to make a specific showing that there is facilities-based
competition for residential customers in order to be in compliance with Track A.™

As noted above, no such showing is required: A BOC can fully satisfy Track A by

mandating actual provisioning of competitive facilities-based services independently to both business and
residential subscribers.”).

®  Second BellSouth Louisiana Order at Y| 48; Memorandum Opinion and Order, Joint Application by
SBC Communications, Inc., Southwestern Bell Telephone Company, and Southwestern Bell Communications
Services, Inc. d/b/a Southwestern Bell Long Distance For Provision of In-Region, InterLATA Services in
Kansas and Oklahoma, 16 FCC Red 6237 443 n. 101 (2001).

See Ameritech Michigan Order at 14 62-014, see also Facilitator’s Report on Group § Issues:

General Terms and Conditions, Section 272, and Track A (Sept. 21, 2001) at 71-72 (“Facilitator’s Report).

¥ See Facilitator’s Report at 85.

’ ld.at8s

' /4 (finding that Qwest’s brief demonstrated that CLECs were engaged in “the provision of fucilites-
based business and residential services . . . in all but two states: [daho and New Mexico™) (emphasis added).

"' Facilitator’s report, P. 85
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showing that CLECs are offering facilities-based business competition in
combination with resale-based residential competition. Because the Facilitator
erroneously concluded that Qwest was required to demonstrate the presence of
facilities-based residential competition, he failed to acknowledge Qwest’s
unrebutted evidence of resale-based residential local exchange competition in New
Mexico, presented in my direct testimony and in the workshops in this proceeding. '
The purpose of this supplemental testimony is to reinforce that evidence and to
demonstrate that the combination of the resale data and the documentation of
facilities-based residential local exchange competition provided by Mr. John Badal
in his affidavit and direct testimony, show that sufficient residential local exchange

competition in New Mexico is present to meet the requirements of Track A.

EVIDENCE OF RESALE-BASED RESIDENTIAL COMPETITION

WHAT EVIDENCE DID YOU PREVIOUSLY PRESENT OF RESIDENTIAL
RESALE-BASED LOCAL EXCHANGE COMPETITION IN THIS
PROCEEDING?

During the June 26, 2001 Multistate workshop, I provided updated competitive data
In response to the parties’ request that the most current competitive data available be
submitted for discussion during the workshop. [ updated Confidential Exhibit DLT-

2, based upon April 30, 2001 data, to reflect then-current quantities of Unbundled

12

Confidential Exhibit DLT-2 attached to Direct Testimony of David L. Teitze! dated March 30,

2001(testimony is Confidential S7 QWE DLT-7); Confidential S8 QWE DLT-8; Confidential S8 QWE DLT-
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Loops, Facility-Based Competitive Lines and Resold Lines in service. This updated
exhibit was introduced in the June 26, 2001 workshop on the record as Confidential
S8 QWE DLT-8, and is attached to this testimony as Attachment A. This exhibit
showed that CLECs were purchasing and reselling a total of 3,064 residential local
exchange lines in New Mexico. I also introduced an exhibit during the June 26,
2001 workshop on the record as Confidential S8 QWE DLT-15, showing April
2001 quantities of resold lines in service, by location, CLLI code and service type,
with the actual CLEC name masked to preserve carrier confidentiality. This exhibit
is attached to this testimony as Confidential Attachment B. In addition, I supplied
an updated Confidential Exhibit DLT-1, which reflected CLECs actively purchasing
wholesale services from Qwest in New Mexico as of Apnl 30, 2001. This exhibit
was introduced during the June 26, 2001 workshop on the record as Confidential S8
QWE DLT-10, and is attached to this testimony as Confidential Attachment C. This
exhibit showed a total of five CLECs actively reselling Qwest’s residential local

exchange service at that time.

IS THE DATA IN THE EXHIBITS REFERENCED IN THE PRECEDING
ANSWER DEVELOPED THROUGH AN ESTIMATING PROCESS, OR DO
THESE DATA REPRESENT ACTUAL RESOLD LINES IN SERVICE?

This data reflects actual residential resale lines in service, not estimates, and simply
consists of reports of wholesale in-service quantities taken from Qwest’s wholesale

service tracking database, which is updated on a monthly basis. The information

12; and Confidential S8 QWE DLT-15.
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provided reflected actual resold residential access lines in service as of April 2001

as well as the actual CLECs purchasing residential services for resale.

WITH RESPECT TO THE DATA REGARDING THE NUMBER OF
RESOLD RESIDENTIAL LINES IN SERVICE AND THE NUMBER OF
CLECS RESELLING RESIDENTIAL LOCAL EXCHANGE SERVICE,
WERE THESE NUMBERS DISPUTED THROUGH WRITTEN
TESTIMONY OR DURING FORMAL WORKSHOPS?

No. These data were not rebutted and are in the formal record in this proceeding as

discussed above.

IN ITS FOURTH SET OF DATA REQUESTS SERVED ON QWEST ON
NOVEMBER 9, 2001 BY THE COMMISSION STAFF, QWEST WAS
ASKED TO PROVIDE THE MOST CURRENT DATA AVAILABLE
REGARDING RESIDENTIAL RESALE, IF SUCH DATA IS DIFFERENT
THAN THE DATA PROVIDED THROUGH THE ABOVE-REFERENCED
EXHIBITS DURING THE MULTISTATE PROCEEDINGS. DOES THE
MOST CURRENT DATA REFLECT CHANGES IN THE NEW MEXICO
CLEC RESALE QUANTITIES, AND WHAT ARE THESE SPECIFIC
CHANGES?

Yes. Confidential Attachment D reflects New Mexico CLECs actively purchasing
wholesale services from Qwest, and shows a total of 9 CLECs reselling residential

local exchange services as of September 30, 2001. This number 1s an increase from
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the five residential resale CLECs identified in Confidential Attachment C. In
Confidential Attachment E, the number of resold residential access lines in service
is reported by city and wire center as of September 30, 2001, and reflects a total of
1,829 resold residential lines in service, as compared to total resold residential lines
in service as of April 30, 2001 of 3,064, as shown on Attachment A. While a total
of 9 CLECs are providing resold residential local exchange service in New Mexico,
one CLEC, identified in Confidential Attachment E as “CLEC C” to protect carrier
confidentiality, is reselling almost 1,600 of the resold residential lines in service as

of September 30, 2001.

WHAT DO THESE CHANGES IN THE RESIDENTIAL RESALE
NUMBERS SUGGEST?

These changes show that the competitive local exchange market is dynamic and that
CLECs are continuing to offer resold residential services in New Mexico, even
though the general economy is currently less conducive to access line growth than it
has been in the past. It is noteworthy that the number of CLECs actively reselling
residential services has increased to nine as of September 2001. As noted above, at
least one CLEC is serving almost 1,600 residential access lines via resale; that
CLEC has succeeded in making resale a comerstone of its residential service
strategy and is plainly serving a significant number of customers. Additionally,
access line “in service™ quantities cannot be considered in isolation when assessing
competitive markets, and the net reduction in resold residential access lines may be

an indication of a shift in New Mexico CLEC competitive strategies away from
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resale in providing services to end users. - xample;-at Page 4 of his affidavit, |

., those using eit LEC-owned

ol

Mr-—Badal states that facilities-based CLECs (e.

—

loeps or stand-alone UNE loops purchaseil fI/‘Q est to provide service to end

-

CONCLUSIONS AND RECOMMENDATIONS

PLEASE SUMMARIZE YOUR TESTIMONY.

I have reaffirmed in this testimony that, based on April 30, 2001 information entered
into the formal record in the June 26, 2001 Multistate workshop, that S CLECs were
reselling a total of 3,064 residential local exchange lines to end users in New
Mexico. Based on September 2001 information, which is the most current data
available, a total of 9 CLECs are providing nearly 2,000 resold residential exchange
lines in the state. This information clearly shows residential local exchange resale

has been and remains a viable means by which CLECs may serve end users.

WHAT DO YOU RECOMMEND TO THE COMMISSION?

Coupled with the competitive information provided in the affidavit of Mr. Badal in
this proceeding, Qwest’s evidence shows that CLECs are providing competitive
local exchange services to residential customers in New Mexico in a variety of

ways. As discussed previously in this testimony, Qwest must demonstrate that at
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least one CLEC is serving a more than de minimis number of residential customers
via either facilities-based or resale-based competition. In this proceeding Qwest has
demonstrated that CLECs are providing services through resale and via facilities-
based means. In light of this evidence, I respectfully ask the Commission to find
that local exchange competition is now present in the residential market in New

Mexico, and that Qwest has fully satisfied all Track A requirements in the state.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes, it does.
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L IDENTIFICATION OF WITNESS

PLEASE STATE YOUR NAME, OCCUPATION, AND PLACE OF

EMPLOYMENT.
My name is David L. Teitzel. 1 am employed by Qwest Corporation (“Qwest”). My
title is Director — Product and Market Jssues. My business address is 1600 7%

Avenue, Room 2904, Seattle, Washington 98191.

ARE YOU THE SAME DAVID L. TEITZEL WHO FILED DIRECT
TESTIMONY IN THIS PROCEEDING ON MARCH 30, 2001, REBUTTAL
TESTIMONY ON MAY 23, 2001, AND SUPPLEMENTAL DIRECT
TESTIMONY ON NOVEMBER 16, 2001?

Yes, I am.

1I. OVERVIEW OF TESTIMONY

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

My supplemental rebuttal testimony addresses the issues raised in this proceeding
by Mr. Michael S. Ripperger on behalf of the Advocacy Staff of the New Mexico
Public Regulation Commission (“Commission”) and Ms. Diane Roth on behalf of
AT&T. In my testimony, 1 demonstrate that, contrary to suggestions of these
witnesses, Qwest 1s in compliance with the Track A requirements of section 271 in

New Mexico. Because Qwest has already demonstrated the existence of facilities-
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based competition in the business market in New Mexico to the satisfaction of the
multistate Facilitator, Qwest can, according both to this Commission and the
Federal Communications Commission (“FCC™), fully satisfy Track A by
establishing the existence of at least one CLEC providing resale-based competition
in the residential market. My testimony shows that Qwest is, in fact, able to make

such a showing and thus has satisfied Track A.

Qwest has provided actual tracking counts of resold residential lines showing that,
as of September 30, 2001, CLECs in New Mexico were serving at least 1,791
residential access lines via resale. In addition, New Mexico CLECs responding to
the Commission’s data requests report that they are serving at least 1,380 residential
access lines via resale. Neither of the witnesses opposing Qwest in this proceeding
has challenged the accuracy of Qwest’s tracking numbers or the CLEC data request
responses; on the contrary, Mr. Ripperger and Ms. Roth cite these numbers
themselves. Mr. Ripperger also concedes the existence of a single CLEC serving
over 1,300 residential lines. All of these facts, which are not in dispute, plainly
show that CLECs are serving a more than de minimis amount of residential
customers in New Mexico. On the basis of these undisputed facts, the Commussion

should find that Qwest has satisfied all of the requirements of Track A.

I1l. LEGAL BACKGROUND
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DID MR. RIPPERGER AND MS. ROTH ACCURATELY DESCRIBE THE
APPLICABLE LEGAL STANDARDS IN THIS PROCEEDING?
No. Both witnesses have misstated the relevant legal standards governing this

proceeding. It is therefore necessary to rebut their legal analysis here.

WHAT ARE THE REQUIREMENTS OF TRACK A?

The Track A provision of the Telecommunications Act of 1996, as interpreted by
the FCC, requires a Bell Operating Company (“BOC”") to demonstrate four things:
(1) that it has one or more binding agreements with CLECs that have been approved
under section 252 of the Act; (2) that it provides access and interconnection to one
or more unaffiliated competing providers of telephone exchange service; (3) that
these competitors collectively provide telephone exchange service to residential and
business subscribers; and (4) that these competing providers collectively offer
telephone exchange service either exclusively or predominantly over their own
facilities (which include the UNEs they lease from the BOC) in combination with

resale.”

WHAT TYPE OF CARRIER QUALIFIES AS A “COMPETING

PROVIDER” UNDER TRACK A?

' 47U.8.C. § 271(c)1)A).

> See Memorandum Opinion and Order, Application of Ameritech Michigan Pursuant to Section 271
of the Communications Act of 1934, as amended, To Provide In-Region, InterLATA Services in Michigan, 12
FCC Red 20543, 9 62-104 (1997) (“Ameritech Michigan Order™).
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According to the FCC, a CLEC is a “competing provider” as long as it is “‘actually
... in the market and operational (i.e., accepting requests for service and providing

"3 and “serving more than a de minimis number of end-

such service for a fee)
users.™ These minimal requirements are intended to ensure that the CLEC is

presently “an actual commercial alternative” in the market and not simply in the

planning or testing stages.’

DOES TRACK A REQUIRE QWEST TO ESTABLISH THAT MULTIPLE
CLECS ARE SERVING A MORE THAN DE MINIMIS NUMBER OF
CUSTOMERS IN NEW MEXICO?

No. The 1996 Act states that, in order satisfy Track A, a BOC must demonstrate
that it is providing access and interconnection to “one or more unaffiliated

competing providers of telephone exchange service . . . to residential and business

- subscribers.” Nothing in the Act requires the BOC to prove the existence of more

than one active CLEC in a particular state. The FCC has also agreed with that
reading of the 1996 Act: although Brooks Fiber was the only CLEC cited by
Ameritech that qualified as a “competing provider” for purposes of Track A in
Michigan, the FCC found that Ameritech had satisfied Track A in that state. The

FCC held that, “[b]ecause we find that Brooks Fiber is offering service ‘exclusively

Y

Ameritech Michigan Order 1 75.

1d. q78.

1d. 4 75.

47 U.S.C. § 271(c)(1){a) (emphasis added).
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over [its] own telephone exchange service facilities,” we need not determine

whether MFS WorldCom and TCG are also offering service . .. .

Q. MUST A CLEC SERVE A MINIMUM SHARE OF THE MARKET IN
ORDER TO QUALIFY AS A “COMPETING PROVIDER?”

A No. The FCC has made clear that a CLEC need not achieve any particular market
share or serve any particular number of customers to qualify as a “competing
provider” for purposes of Track A; the CLEC must simply be operational and
serving a more than de minimis number of customers for a fee. Neither Track A nor
any other provision of section 271 turns on CLECs’ individual or collective
customer counts or market shares. While Mr. Ripperger and Ms. Roth both suggest
that a CLEC must be serving a minimum amount of the market in order to qualify as
a “‘competing provider,”8 they cannot point to any legislative history, statutory
language, or FCC holdings that support their views, The FCC has stated outright
that it “do[es] not read section 271(c)(1){(A) to require that a new entrant serve a
specific market share in its service area to be considered a ‘competing provider.””®

As the FCC has noted repeatedly, including in its most recent section 271 orders,

both houses of Congress specifically rejected Janguage that would have put some

Ameritech Michigan Order § 103.

See Testimony of Michael S. Ripperger in Response to Qwest’s New Mexico Specific Tract [sic] A
Evidence, Jn the Matter of U § West Communications, Inc.’s Section 27] Application and Motion for
Alternative Procedure to Manage the Section 271 Process, Utility Case No.3269 (Dec. 31, 2001}, Public
Version, at 14:8-18 (“Ripperger Test.”); Tesumony of Diane F. Roth on Behalf of AT&T Communications of
the Mountain States, Inc. Regarding Track A, /n the Matter of Qwest Corporation. Inc.'s Section 271
Application and Motion for Alternative Procedure to Manage the Section 271 Process (Dec. 31, 2001),
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kind of CLEC market share requiremnent in Track A.'® The D.C. Circuit agrees. It
recently recognized that section 271 “imposes no volume requirements for
satisfaction of Track A,” and that the FCC has read “Track A to require only a
minimal volume of competition to be present.”! Similarly, FCC Chairman Michael
Powell has emphasized that neither Track A, the public interest requirement, nor
any other part of section 271 imposes any type of market share test:

Some of the critics wish it was a market share test. And I won’t even

opine on whether that’s good or bad, but I know that was expressly

rejected by Congress. It doesn’t say if there aren’t more than 10% of

people in the market don’t approve them. That’s just not what 27]

says. And I know that’s what a lot of people wish it said. But it
doesn’t."?

Track A merely requires that there be one or more “operational” CLECs in New

Mexico providing service “for a fee” to customers; it does not require that CLECs

Public Version, at 2:21-3:22 (“Roth Test.").
Ameritech Michigan Order § 77.
See Memorandum Opinion and Order, Joint Application of SBC Communications Inc., Southwestern
Bell Telephone Company, and Southwestern Bell Communications Services, Inc., d/b/a Southwestern Bell
Long Distance Pursuant to Section 271 of the Telecommunications Act of 1996 To Provide In-Region,
InterLATA Services in Arkansas and Missouri, 16 FCC Red 20719 (2001), at D-6 n27 (“SBC
Arkansas/Missouri Order™) (“Congress had considered and rejected language that would have imposed a
‘market share’ requirement in Section 271(c}1)(A) [Track Al’™); Memorandum Opinion and Order,
Application of Verizon Pennsylvania Inc., Verizon Long Distance, Verizon Enterprise Solutions, Verizon
Global Networks Inc., and Verizon Select Services Inc., for Authorization to Provide In-Region, InterLATA
Services in Pennsylvania, 16 FCC Red 17419 (2001) at C-6 n.27 (same); Memorandum Opinion and Order,
Application of Verizon New York Inc., Verizon Long Distance, Verizon Enierprise Solutions, Verizon Global
Nerworks Inc., and Verizon Select Services Inc., for Authorization 1o Provide In-Region, InterLATA Services
in Connecticut, 16 FCC Red 14147 (2001) at D-6 n.27 (same); Memorandum Opinion and Order, Joint
Application by SBC Communications Inc., Southwestern Bell Telephone Company, and Southwestern Bell
Communications Services, Inc. d/b/a Southwestern Bell Long Distance for Provision of In-Region, InterLATA
Services in Kansas and Oklahoma, 16 FCC Red 6237 ] 34 n.78 (2001) (“SBC Kansas/Oklahoma Order”)
(same); Ameritech Michigan Order § 77 n.170 (citing legislative history). The SBC Kansas/Oklahoma Order
was recently remanded by the D.C. Circuit on grounds unrelated to Track A. See Sprint Communications
Company L.P. v. FCC, 2001 WL 1657297 (D.C. Cir. Dec. 28, 2001).

! Sprint Communications, 2001 WL 1657297, at 3, 5. The D.C. Circuit did note, however, that the
FCC’s findings with respect to the volume of competition were not specifically being challenged in that case,
Id. at 5-6.

10
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have achieved any particular number of customers or share of the market in New

Mexico overall.

WHY DOESN’T TRACK A CONTAIN A MINIMUM MARKET SHARE
REQUIREMENT FOR RESIDENTIAL COMPETITION?

The FCC has made clear that Congress intended section 271 approval to tum only
on whether a BOC has taken those actions within its control to open its local market
pursuant to the competitive checklist. Congress recognized that the BOC has no
control over its competitors’ business strategies or decision making; hence, it did
not require the BOC to guarantee that CLECs actually enter the market once opened.
As the FCC has noted, the Senate specifically rejected language that would have

ek

required the BOC to prove that there are CLECs in operation that are “‘capable of

providing a substantial number of business and residential customers’™ with
service.”> For this reason, nothing in Track A or any other part of the 1996 Act
requires a BOC to prove that CLECs have in fact entered the market in any

significant number or achieved any particular level of market penetration. The FCC

has acknowledged that;

Congress specifically declined to adopt a market share or other
similar test for BOC entry into long distance, and we have no
intention of establishing one here. Moreover, pursuant to section
271(c)(2)B) [the competitive checklist], the Act provides for long
distance entry even where there is no facilities-based competition
satisfying section 271(c)(1)(A) [Track A]. This underscores

12
13

“Powell Defends Stance on Telecom Competition,” Communications Daily, May 22, 2001,
Id. % 77 n.170 (quoting 141 Cong. Rec. 58319-26 (daily ed. June 14, 1995)) (emphasis added).
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Congress’ desire to condition approval solely on whether the
applicant has opened the door for local entry through full checklist
compliance, not on whether competing LECs actually take advantage
of the opportunity to enter the market. 1

These considerations are especially salient in the residential market, since, as the
D.C. Circuit has recognized, “the residential market may not be attractive to
competitors” even when the conditions for entry are favorable, resulting in a low
level of competition.'”” The FCC has expressly held in virtually every section 271
order since its New York decision that low levels of competition entry in the
residential market are not a reason to deny section 271 approval. For example, in
the Verizon Massachusetts Order, the FCC held that:

Given an affirmative showing that a market is open and the

competitive checklist has been satisfied, low customer volumes in

and of themselves do not undermine that showing. Factors beyond a

BOC'’s control, such as individual competitive LEC entry strategies,

might explain a low residentia) customer base.'®

Q. MUST A CLEC PROVIDE SERVICE AT THE SAME PRICE AS THE BOC

IN ORDER QUALIFY AS A “COMPETING PROVIDER?”

A. No. Just as Track A does not contain a market share requirement, the statute

stmilarly does not require CLECs to be offering service at the same prices as the

" Memorandurn Opinion and Order, Application by Bell Atlantic New York for Authorization Under
Section 271 of the Communications Act To Provide In-Region InterLATA Service in the State of New York, 15
FCC Red 3953 9427 (1999) (footnotes omitted) (emphases added).

" Sprint Communications, 2001 WL 1657297, at 5-6

'*  Memorandum Opinion and Order, Application of Verizon New England Inc., Bell Atlantic
Communications, Inc. (d/b/a Verizon Long Distance), NYNEX Long Distance Company (d/b/a Verizon
Enterprise Solutions) And Verizon Global Nerworks Inc., For Authorization to Provide In-Region, InterLATA
Services in Massachuseuts, 16 FCC Red 8988 235 (2001)
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BOC to qualify under Track A. As the FCC acknowledged in the Ameritech
Michigan Order, the House of Representatives rejected a version of Track A that
would have demanded the presence of a CLEC capable of offering “service that is
comparable in price, features, and scope” to that offered by the BOC."  For
example, although there are “certain technical and functional differences between
PCS and wireline local exchange service,”'® the FCC has held that a PCS provider
can qualify as “competing provider” under Track A because the two services are
“functionally equivalent.”’® The FCC acknowledged “customers may be willing to

pay a premium for PCS service 1n light of the benefits of mobility.”

MUST A CLEC PROVIDE SERVICE WITH THE SAME FEATURES OR
WITH THE SAME CALLING AREA AS THE BOC IN ORDER QUALIFY
AS A “COMPETING PROVIDER?”

No. The service offered by a CLEC can differ in features and calling area from that
offered by the BOC and still qualify under Track A. As discussed above, the FCC
has acknowledged that the House of Representatives rejected a version of Track A
that would have required a BOC to show that CLECs are capable of offering

“service that is comparable in price, features, and scope” to that offered by the

17

added).
18

Ameritech Michigan Order 77 n. 170 (quoting H.R. Rep. No. 104-204, at 7 {1995)) (emphasis

Memorandum Opinion and Order, Application of BellSouth Corporation, BellSouth

Telecommunications, Inc. and BellSouth Long Distance, Inc., for Provision of In-Region, InterLATA Services
in Lowuisiana, 13 FCC Red 20599 § 28 (1998) (*Second BellSouth Louisiana Order™).

19
20

1d. 4 29.
id. 4 32.
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BOC.?

DOES THE FINANCIAL HEALTH OR COMPETITIVE FORTUNES OF A
CLEC AFFECT WHETHER IT IS A “COMPETING PROVIDER” FOR
PURPOSES OF TRACK A?

No. The FCC has made clear that the financial health of the CLEC industry or
individual CLECs is irrelevant to section 271.%> The FCC does not even require a
CLEC to be accepting new customers to qualify as a “competing provider” for the
purposes of Track A. In the recent SBC Arkansas/Missouri Order, the FCC held
that there was no requirement that a CLEC “necessarily be accepting new customers
in order to qualify for Track A ... .""* In that decision, the FCC found that SBC
had satisfied Track A for Arkansas despite the fact that the only CLEC of any
significant size 1n the state, ALLTEL, was no longer marketing its service 10 new

. . 4
residential customers.’

MUST A CLEC SERVE A SPECIFIC GEOGRAPHIC REGION OF THE
STATE IN ORDER TO QUALIFY AS A “COMPETING PROVIDER?”
No. The FCC has declared unequivocally that it “do[es] not read section

271(c)(1)(A) to require any specified level of geographic penetration by a competing

21
added).
22

23
24

Ameritech Michigan Order 177 n. 170 (quoting H.R. Rep. No. 104-204, at 7 (1995)) (emphasis

See Verizon Pennsylvania Order Y 126.
See SBC Arkansas/Missouri Order §119.
id.
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provider.™™ A CLEC qualifies as a “competing provider” for Track A as long as it
provides service “‘somewhere in the State”™ — not necessarily throughout the state
as a whole.”® As the Ameritech Michigan Order notes, the plain language of Track
A does not contain any requirement of ubiquity, and the legislative history makes

clear that no such test was intended.?’

MUST A CLEC TARGET THE SAME TYPES OF CUSTOMERS AS THOSE
SERVED BY THE BOC IN ORDER TO QUALIFY AS A “COMPETING
PROVIDER?”

No. Nothing in the 1996 Act, the legislative history of the Act, or the FCC’s orders
requires a CLEC to market its service 1o any particular type or group of customers,
to the same type of customers the BOC is serving, or to the market as a whole. Asa
result, the fact that a CLEC is targeting or serving a group of customers different
from those served by the BOC is irrelevant for the purposes of Track A. Given that,
as discussed above, Track A contains no requirements regarding the market share,
order volume, or geographic scope of a CLEC or the price features of its service, a
requirement that a CLEC must target the same customers served by the BOC would

be inconsistent with the provisions of the statute.

CAN THE RESIDENTIAL COMPETITION REQUIREMENT OF TRACK A

25
26

Ameritech Michigan Crder Y 76.
Id_ {(quoting H.R. Rep. No. 104-204, at 77 (1995)) (emphasis added by FCC).
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BE SATISFIED SOLELY BY THE EXISTENCE OF RESALE-BASED
COMPETITION?

Yes. Track A is satisfied if a BOC can demonstrate that competitors are serving
business customers via facilities-based competition (which the Facilitator found in
Qwest’s case, and which is not at issue in this hearing) and residential customers via
resale-based competition. While the Facilitator apparently believed that Qwest was
required to demonstrate the existence of both business and residential facilities-
based competition to satisfy Track A, the FCC has twice held expressly that the
statute contains no such requirement. In the Second BellSouth Louisiana Order, the
FCC noted that “[t]he language of section 271(c)(1)(A) [the Track A provision] is
ambiguous on its face,” since the requirement that there be both business and
residential competition appears in a separate sentence from the requirement that
CLECs be using their own facilities.”® As a result, “[i]t is not entirely clear whether
the statutory language requires that the competitor or competitors offer
predominantly facilities-based service to each category of subscribers — business
and residential — independently or to the two classes taken together.”™ The FCC
held the better reading to be that no showing of facilities-based residential
competition 1is required: “[TThe language of section 271(c)(1)(A) appears to stop

short of mandating actual provisioning of competitive facilities-based telephone

27
28
29

1d.
Second BellSouth Louisiana Order 9 46 .
Id.
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exchange services independently to both business and residential subscribers.”°

The FCC went on to explain that,
. reading the statutory language to require that there must be
facilities-based service to both classes of subscribers to meet Track A
could produce anomalous results, and there appear to be overnding
policy considerations that lead to a contrary construction of the
statutory language. In particular, if all other requirements of section
271 have been satisfied, it does not appear to be consistent with
congressional intent to exclude a BOC from the in-region, interLATA
market solely because the competitors’ service to residential
customers is wholly through resale.”*
The FCC reaffirmed this holding in the SBC Kansas/Oklahoma Order. There, the
FCC stated that it was prepared to find that SBC had satisfied the residential portion
of Track A for Kansas solely on the basis of resale-based competition.** According
to the FCC, had it been unable to rely on SBC’s evidence of facilities-based
competition, it “likely would not have denied [SBC’s} application on ‘Track A’
grounds, and would have relied on the existence of competitors’ service to
residential customers through resale.”™ Thus, the SBC Kansas/Oklahoma Order

plainly demonstrates that the residential portion of Track A can be satisfied solely

through resale-based competition.

HAS THIS COMMISSION CONSIDERED WHETHER QWEST CAN
SATISFY THE RESIDENTIAL COMPETITION REQUIREMENT OF

TRACK A SOLELY THROUGH RESALE-BASED COMPETITION?

30
31

Id 9 46.
Id. ¥ 48 (emphasis added).
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Yes. In its Procedural Order regarding Track A, thits Commission acknowledged
that Qwest can satisfy Track A solely through a showing of resale-based
competition in the residential market: “The Commission recognizes that the FCC
allows for the satisfaction of the residential competition component of Track A
through a showing of competitors’ service to residential customers entirely via
resale . .. ."** The Commission’s Procedural Order establishes the applicable legal
standard for this proceeding, and Mr. Ripperger’s and Ms. Roth’s failure even to

acknowledge that order is inexcusable.

HAS MR. RIPPERGER ACCURATELY DESCRIBED THE FCC’S AND
THIS COMMISSION’S HOLDINGS ON THE SUFFICIENCY OF RESALE-
BASED RESIDENTIAL COMPETITION FOR PURPOSES OF TRACK A?
No. First, as noted above, Mr. Ripperger fails to mention this Commissions
controlling decision in the Procedural Order at all. Second, with respect to the
FCC’s orders, Mr. Ripperger actually concedes that the FCC articulated the rule on
the sufficiency of resale that this Commission has also endorsed; he simply prefers

15

to call the FCC’s discussion a “hint[}” rather than a holding.”™ In Mr. Ripperger’s

words, “the FCC has hinted&) /z;’é Evenacu sory rev1ew of the two FCC orders in
£y, SN e B
A4 § ,z% )7/ A«:Z}fg &’MW //m/wv‘

a2
33
34

36

S Wd o‘fZ/zy/ 2y P I ,{ZZL%

SBC Kansas/Oklahoma Order § 43 5401~ 97~
Id
Procedural Order Regarding Track A, In the Matter of Qwest Corporation’s Section 271 Application

and Motion for Alternative Procedure to Manage the Section 27! Process, Utility Case No. 3269 (Nov. 6,
200315) 15 (“Track A Order™).

See Ripperger Test. at 11:21.
Id
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question makes clear that the FCC’s rulings are square and unmistakable, not mere
“hints.” The fact that the FCC ultimately rejected BellSouth’s second Louisiana
section 271 application for failure to meet the competitive checklist does not
undermine the gwdance the FCC intentionally provided in that order for future
applications; indeed, all sides in this case agree that many of the relevant standards
for the Track A inquiry come from the Ameritech Michigan Order, which also
involved a rejected application. Moreover, the FCC’s discussion of the sufficiency
of resale-based competition in the SBC Kansas/Oklahoma Order did have practical
significance, since there was a serious dispute about whether the only evidence
demonstrating the existence of facilities-based competition was properly in the
record.”’ For that reason, the FCC stated explicitly that it “would have relied on the
existence of competitors’ service to residential customers through resale” to satisfy
Track A if it was required to exclude the evidence of facilities-based competition.*'
Simply put, the FCC’s statements in these orders that resale-based residential

competition alone can satisfy Track A could not be clearer, and Mr. Ripperger’s

argument to the contrary must be rejected.

PLEASE DISCUSS MR. RIPPERGER’S STATEMENT THAT QWEST

“SHOULD NOT” ATTEMPT TO DEMONSTRATE RESIDENTIAL

37
38
39
40
43

SBC Kansas/Oklahoma Order § 43,

See Ripperger Test. at 11:4-20.

Id at11:21-23,

See Second BellSouth Louisiana Order § 48.
SBC Kansas/Oklahoma Order § 43 n.101.
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COMPETITION THROUGH RESALE-BASED COMPETITION.
Mr. Ripperger also argues that “Qwest should not try to become the first Section
271 applicant to ask the FCC to determine that it meets the residential component of

' He gives two reasons,

Track A solely through resale for a variety of reasons.”™
neither of which is persnasive. First, he argues that “it is pnot clear that the
Commission™ will find that Qwest has complied with the remaining requirements of
section 271, including the competitive checklist. Whether that is true is being tested
in the other proceedings in this docket and is irrelevant to the present hearing.
Second, Mr. Ripperger asserts that, because “competitive levels are very weak in
New Mexico,” Qwest will be unable to prove that the resellers in the State “are
actually ‘competing providers’ for the purposes of Track A.* But, as previously
discussed, Track A does not require a CLEC to achieve any particular market share
to qualify as a “competing provider.” Mr. Ripperger’s suggestion that resellers
cannot be “competing providers” if their customer numbers are (in his words)
“weak” thus misstates the law. Regardless of the overall “competitive levels” in

New Mexico, as long as a reseller is serving more than a de minimis number of

customers in the State, it qualifies as a “competing provider” under Track A.

42
43
44
45

SBC Kansas/Oklahoma Order § 43 n.101,
Ripperger Test. at 12:3-5,

Id. at 12:5-7,

Id. a1 12:19-13:2.
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1IV.  PROCEDURAL BACKGROUND

DO MR. RIPPERGER AND MS. ROTH ACCURATELY DESCRIBE THE
PROCEDURAL BACKGROUND TO THIS PROCEEDING?
No. The witnesses have failed to descnbe fairly the procedural history of this

proceeding. Therefore, it is necessary to summarize that history here.

PLEASE SUMMARIZE THE PROCEDURAL BACKGROUND OF THIS
PROCEEDING.

Qwest and a number of other parties, including CLECs and Commission Staff,
participated in the multistate proceeding intended to address the question of whether
Qwest has satisfied the requirements of a number of aspects of the section 271
apphcation process, including Track A, for the seven participating states. The
ultimate goal of the multistate proceeding was to develop a thorough evidentiary
record and obtain a final recommendation on Qwest’s compliance with the section

271 requirements from the multistate Facilitator, John Antonuk.

WHAT WERE THE FACILITATOR’S FINDINGS WITH RESPECT TO

TRACK A IN NEW MEXICO?
The Facilitator determined that Qwest had satisfied the first and second Track A

requirements in New Mexico for both business and residential competition in New
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Mexico.*® He also found that Qwest had fully met its burden under Track A’s third
and fourth prongs with respect to New Mexico’s business market by demonstrating
the existence of significant competition, including facilities-based competition, in
that market segment.*” Nevertheless, because the Facilitator believed that Qwest
had not yet shown that there was facilities-based competition for residential
customers in New Mexico, he ruled that Qwest had not met its burden with respect
to the residential market because of the lack of facilities-based competition in the
State.*® The Facilitator erroneousty failed to consider Qwest’s evidence of resale-
based residential competition, as the FCC’s Orders require. Because the Facilitator
felt that he could not rely only on estimates of the level of residential competition,
he held that Qwest was required to make “an independent showing that there is
actual service to residential end users.”*® However, the Facilitator set the bar for

this showing very low; he noted that Qwest is only required to establish the

" The Facilitator’s

existence of “any residential service ar ail” in New Mexico.
standard is in line with the requirements of Track A, which, as noted above, only

require Qwest to establish the existence of at least one CLEC serving more than de

minimis amount of residential customers.

46

Id. In the Matter of Qwest Corporation’s Section 27} Application and Motion for Alternative

Procedure 1o Manage the Section 271 Process, Facilitator’s Report on Group 5 Issues: General Terms and
Conditions, Section 272, and Track A, filed Sept. 21, 2001, at 73-74, 85-86 (*Facilitator’s Report”™).

47
48
49
50

Id. at 85.

Id.

Id. at 80.

Id. (emphasis added).
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Q. HOW DID QWEST RESPOND TO THE FACILITATOR’S TRACK A
FINDINGS?

A, Qwest asked the Commission to endorse the Facilitator’s findings that Qwest had
satisfied the first two prongs of Track A for all segments of the market and the third
and fourth prongs with respect to the business market. On the other hand, Qwest
took issue with the Facilitator’s finding that Qwest had not established the existence
of residential competition in New Mexico. Qwest argued that the Facilitator had
applied the wrong legal standard when he failed to take into account the presence of

resale-based competition in New Mexico.”!

10
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15
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Q. HOW DID THE NEW MEXICO COMMISSION RULE IN RESPONSE TO

QWEST’S COMMENTS ON THE FACILITATOR’S REPORT?

Al As noted above, this Commission found that Qwest could in fact satisfy the
residential component of Track A solely through a showing of resale-based
competition.”” The Commission also held, however, that because no parties
addressed the validity of the resale data submitted by Qwest in the multistate

proceeding, a further inquiry was required to establish the validity of the data.*

Specifically, the Order stated that this inquiry has two purposes:

51

In the Matter of U S West Communications, Inc.'s Section 271 Application and Motion for Alternative
Proc;edure to Manage the Section 271 Process (Oct. 5, 2001) at 15-18,

* Track A Order § 5. The Commission did not specifically address the Facilitator’s findings with
respect to the existence of business competition in New Mexico in its Track A Order, indicating that the
Corgrrﬂssion accepted the Facilitator’s findings on the matter.

Id.

See Qwest’s Comments, Exceptions and Brief Regarding the Facilitator’s Report on Group 5 Issues,
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(1) examining the information contained in the Affidavit of John W.
Badal that purports to “document certain updated and additional
information . . . regarding the extent to which local exchange service
is provided to residential customers in New Mexico by camers
competing with Qwest”, and (1) examining Qwest’s evidence
regarding the nature and extent of the provision of residential local
exchange service through resale.>

The rebuttal testimony of Mr. Badal addresses the first issue, and my testimony

addresses the second.

WHAT IS THE SPECIFIC PURPOSE OF THIS INQUIRY?

The goal of this hearing should simply be to confirm whether there is more than a de
minimis amount of resale-based or facilities-based competition in the residential
market in New Mexico, and any attempt to address matters unrelated to this
proceeding, including the level of business competition in the State, are irrelevant
and should be ignored. Because Qwest has already proven that CLECs are serving
business customers via facilities-based competition in New Mexico to the
satisfaction of the Facilitator (and because the Coﬁmission has not suggested that
further hearings on that aspect of the Facilitator’s findings are necessary), if Qwest
establishes that even one CLEC is offering a more than de minimis level service to
residential customers in the State through either facilities-based or resale-based

competition, Qwest will have satisfied all of the requirements Track A for New

Mexico.

54

1d. 9| 9 {citations omitted).
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EVIDENCE OF RESALE-BASED RESIDENTIAL COMPETITION

WHAT SOURCES HAS QWEST USED TO DETERMINE THE AMOUNT
OF RESALE-BASED RESIDENTIAL COMPETITION IN NEW MEXICO?

I have reported actual counts of resold residential lines contained in Qwest’s
Customer Record Information System {(CRIS), which is Qwest’s billing system from
which virtually all retail and resale bills are generated. In this proceeding, 1 have
reported actual resold residential access line in-service counts from the CRIS system
in direct testimony, the multi-state workshops, and in response to New Mexico Staff

Data Request Set 4, Number 2.

HAS QWEST DEMONSTRATED THE EXISTENCE OF A MORE THAN
DE MINIMIS AMOUNT OF RESALE-BASED RESIDENTIAL
COMPETITION IN NEW MEXICO?

Yes. In my Supplemental direct testimony, filed November 16, 2001, I filed
Confidential Attachment E, showing that more than a de minimis number of resold
residential access lines (at least 1,791) were in service in New Mexico as of
September 30, 2001. This confidential attachment was subsequcntlizupdate'd in a

Leonde 3/,
supplemental response to Staff Data Request Set 4, Number 2 on December—17,

2001, and continues to show that CLECs are serving more than a de minimis
number of residential access lines via resale. CLECs were serving at least 1,791

residential access lines via reale as of September 30, 2001.
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WHAT DO THE RESULTS OF THE COMMISSION’S DATA SURVEY
SHOW?

The data from Qwest’s CRIS system are confirmed by the CLECs’ responses to the
Commission’s survey. The aggregate number of resold residential access lines self-
reported by CLECs responding to the Commission’s survey is approximatety 1,380.
However, at least two of the CLECs currently purchasing resold residential service
from Qwest did not file responses to the Commission’s survey. One CLEC, Comm
South Compames, Inc., acknowledged that it alone was serving 1,369 residential
access lines via resale as of November 15, 2001. While the number of access line in
service, including both those served by Qwest and those served by 1ts competitors,
varies from month to month, Comm South’s self-reported access line totals support
Qwest’s position that more than a de minimis number of residential access lines are

served on a resale basis in New Mexico.

DO MR. RIPPERGER AND MS. ROTH CONCEDE THAT RESALE-BASED
RESIDENTIAL COMPETITION EXISTS IN NEW MEXICO?

Yes. Mr. Ripperger acknowledges the presence of resale-based residential
competition in New Mexico on page 15 of his testimony, where he says that “the

state’s largest residential reseller reported it had 1,369 end-use customers as of
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November 15, 2001."* Likewise, Ms. Roth acknowledges on page 3 of her
testimony that CLECs were serving 1,829 residential access lines via resale as of

September 30, 2001.¢

HAS ANY PARTY ATTEMPTED TO CHALLENGE THE ACCURACY OR
VALIDITY OF THE RESALE DATA?

No. The number of resold residential access lines discussed in this testimony, as
well as in previously-filed testimony and in the multi-state workshops, is simply a
count of resold residential access lines from Qwest’s CRIS billing system. No party
in this proceeding has challenged the accuracy of the CRIS database, nor has any
party challenged the accuracy of the Comm South response to the Commission’s
CLEC survey discussed above, in which Comm South provided new information
regarding the number of New Mexico residential access lines it serves on a resold

basis.

IS QWEST “BACKING AWAY” FROM ITS PREVIOUS ASSERTIONS
REGARDING THE NUMBER OF LINES BEING SERVED BY RESALE-

BASED COMPETITION?
No. At Page 15, line 8 and 9, Mr. Ripperger states “Mr. Teitzel also seems to be

backing away from Qwest’s previous claim that resale-based CLECs serve 3,064

55
56

Ripperger Test. at 15:17-18.
Roth Test. at 3:18.
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residential access lines via resale in New Mexico.” His implication is wrong.
Apparently, Mr. Ripperger is referring to the change in residential resold lines in
service over time. In Exhibit S8-QWE-DLT-8 filed in the Multi-state proceeding, 1
accurately reported that, as of April 30, 2001, a total of 3,064 residential resold
access lines were in service in New Mexico. In my supplemental response to Staff
Data Request Set 4, Number 2, I reported that, as of September 30, 2001 (five
months after April 30, 2001), the total number of residential resold lines in service
was 1,791. Inboth instances, I have reported the number of resold residential access
lines in service that were contained in Qwest’s CRIS billing system at that particular
point in time. It is not surprising that this number would rise and fall from one point
in time to another. Contrary to Mr. Ripperger’s implication, the fact that I provided
the most current data available at any given point in time does not indicate that

Qwest has “backed away” from any particular piece of evidence.

The local exchange market is dynamic and is being influenced by a number of
factors, including state and national economic issues, technological changes and
alterations in competitive business models of CLECs. Clearly, the tightening of
capital markets over the past year has driven changes in CLECs’ focus upon
residential local exchange markets, and has created an incentive to focus upon

markets which have the potential to yield the greatest short term return, such as the

business markets in major metropolitan areas.
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IS MR. RIPPERGER CORRECT WHEN HE SUGGESTS THAT CLECS
OFFERING RESALE-BASED SERVICE ARE NOT ACTUALLY
COMPETING WITH QWEST FOR RESIDENTIAL COMPETITORS?

No. Mr. Ripperger’s argument that CLECs serving “high risk”™ customers or that are
incapable of providing comparable service to Qwest are not “competing providers”
for the purposes of Track A*’ is not supported by the language, legislative history, or
FCC interpretation of section 271. Mr. Ripperger does not cite to a single authority
to support his argument, nor could he: none of the FCC’s section 271 orders has
ever excluded a CLEC’s access line information because the CLEC targets credit-
risk customers. As discussed in section II above, the 1996 Act does not require a
CLEC to serve a particular segment of the market, match the BOC’s customer
profile, or charge prices comparable to the BOC in order to qualify as a “competing
provider.” For this reason, Mr. Ripperger’s assertion that “customers with access to
Qwest local telephone service would not be likely to find terms like [those offered
by CLECs in New Mexico] competitively attractive,” is simply irrelevant for the
purposes of Track A. As long as a CLEC is operational and serving a more than de
minimis number of customers for a fee, it is considered a “competing provider”
under 1996 Act. Simply put, nothing in the 1996 Act requires CLECs to target or

serve the same group of customers served by the BOC.

AT PAGES 19 AND 20 OF HIS DIRECT TESTIMONY, MR. RIPPERGER
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SUGGESTS THAT CUSTOMERS DISCONNECTED BY QWEST FOR
NON-PAYMENT ARE CUSTOMERS IN WHOM QWEST NO LONGER
HAS AN INTEREST AND SHOULD NOT BE CONSIDERED PART OF
THE CUSTOMER BASE FOR TRACK A PURPOSES. WOULD YOU
COMMENT?

In fact, Qwest proactively works with customers disconnected for reasons of non-
payment to help those customers resolve outstanding payment issues and to
reestablish local service with Qwest. In many instances, residential customers in
this category are low income customers, and Qwest provides information 1o these
customers as to how to obtain Link Up and Lifeline assistance, which provides state
and federal support in the form of billing credits to defray a significant proportion of
nonrecurring and recurring charges for residential local exchange service in New
Mexico. Customers in the low income category can also elect for outbound Toll
blocking, reducing the level of the deposit required to reestablish local service with
Qwest. As these customers resolve outstanding billing issues and resume service
with Qwest, they are counted in Qwest’s residential access line base. Similarly, if
these customers elect to instead subscribe to residential local exchange service
offered by a CLEC, they represent residential customers served by a competitor of

Qwest for Track A purposes.

AT PAGE 17, LINES 11 THROUGH 19, MR. RIPPERGER REFERS TO

57

See Ripperger Test. at 18:22-20:14.
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STAFF DISCOVERY AND ASSOCIATED QWEST RESPONSES
REGARDING “PSEUDO-CLECS” INVOLVED IN THE ROC OSS
TESTING PROCESS. WOULD YOU COMMENT ON HIS ASSERTIONS?

Yes. While Mr. Ripperger’s testimony was filed on December 31, 2001, he
inaccurately characterizes Qwest’s confidential response to Staff discovery request
6-8, which was filed on December ﬂ 2001, and removed any information
associated with “pseudo CLECs” (P-CLECs) being used by the Regional Oversight
Committee (ROC) to test Qwest’s Operations Support Systems (OSS) processes.
Mr. Ripperger’s implication that Qwest did not fully respond to Staff’s data request

1s incorrect.

AT PAGES 2 THOUGH 4, MS. ROTH IMPLIES THAT DECLINES IN
QUANTITIES OF WHOLESALE PRODUCTS USED BY CLECS IN NEW
MEXICO “IS EVIDENCE OF A DECREASE IN COMPETITION.” 1S HER
CONCLUSION ACCURATE?

No. Ms. Roth has seriously misinterpreted information regarding UNE loops in
service in New Mexico. At Page 3, she accurately cites to the number of UNE loops
in service as of Apnl 30, 2001, as shown on Attachment A to my supplemental
tesimony filed November 16, 2001. However, she neglects to report that the
number of Unbundled Loops in service in New Mexico shown on Attachment A
(7,715) includes both stand-alone unbundled loops and *“‘packaged” loops. Footnote

7 of Attachment A states: “Unbundled loop total includes stand-alone loops and
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repackaged loops (UNE-P, UNE-Star).”

Ms. Roth compares that Attachment A number to the “UNE-Platform Loops In
Service” total found in my response to Staff data request Set 4, Number 11, which
showed a total of 3,925 UNE-Platform loops in service in New Mexico as of
September 30, 2001. This latter number omits stand-alone unbundled loops, as the
title clearly indicates. Ms. Roth’s supposed decline in competition is simply an
artifact of the fact she has compared apples and oranges. The relevant comparison
to the April 30, 2001 Attachment A numbers would be the combined number of
stand-alone UNE loops and UNE-Platform loops in service in New Mexico as of
September 30, 2001. That number 1s 9,301, which is actually an increase of 21%
over the April 30, 2001 numbers. In other words, Ms. Roth has the competitive

story exactly backwards.

DOES MS. ROTH’S CONCERN ABOUT THE DECLINE IN THE NUMBER
OF RESOLD RESIDENTIAL ACCESS LINEs IN SERVICE HAVE ANY

LEGAL SIGNIFICANCE?

No. The relevant legal question is not whether the number of resold residential lines
1s increasing or decreasing at any given point in time; rather, the 1996 Act and the
FCC require only that CLECs are serving a more than de minimis number of

customers as an absolute level. As a result, even if a state experiences a decline in
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overall number of customers or resold lines being served by CLECs, a BOC can still
satisfy the requirements of Track A as long as a mgye than a de minimis number of
customers is still being served. Indeed, the Fczzian the SBC Arkansas/Missouri
Order that ALLTEL was a “competing provider” in Arkansas despite the fact that
ALLTEL was no longer marketing its service to new customers in that state.””
Whatever the numbers of resale lines in the past, the present level of competition is

more than enough to meet the FCC'’s standards.
VI.  CONCLUSIONS AND RECOMMENDATIONS

PLEASE SUMMARIZE YOUR TESTIMONY.

I have demonstrated that Qwest is in full compliance with the Track A requirements
of section 271 in New Mexico. Qwest has already demonstrated the existence of
facilities-based competition in the business market in New Mexico to the
satisfaction of the multistate Facilitator, and Qwest can satisfy the residential
component of Track A by establishing the existence of at least one CLEC providing
resale-based competition in the residential market. My testimony has shown that
Qwest is, In fact, able to make such a showing and thus has satisfied Track A.
Qwest has provided actual tracking counts of resold residential lines showing that,

as of September 30, 2001, CLECs in New Mexico were serving at least 1,791

58
59

Roth Test. at 3:3-5.
See SBC Arkansas/Missouri Order § 119,
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residential access lines via resale. In addition, New Mexico CLECs responding to
the Commission’s data requests report that they are serving at least 1,380 residential
access lines via resale. Neither of the witnesses opposing Qwest in this proceeding
has challenged the accuracy of Qwest’s tracking numbers or the CLEC data request
responses; on the contrary, Mr. Ripperger and Ms. Roth cite these numbers
themselves. Mr. Ripperger also concedes the existence of a single CLEC serving
over 1,300 residential lines. All of these facts, which are not in dispute, plainly
show that CLECs are serving a more than de minimis amount of residential

customers in New Mexico.

WHAT DO YOU RECOMMEND TO THE COMMISSION?
In view of the evidence presented through my tesimony and that of Mr. Badal, 1
recommend that the Commission issue a recommendation to the FCC that Qwest

has met Track A requirements in New Mexico for all segments of the market.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.
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Leap Launches Cricket Comfortable Wireless Service in
Albuquerque and Santa Fe

- Cricket Service Offers Consumers Affordable, All-You-Can-Talk
Local Wireless Service -

SAN DIEGO - FEB. 14, 2001 - Leap Wireless International, Inc.
fNasdaqg: LWIN), an innovator of wireless communicatioens
services, today announced the launch of its Cricket Comfortable
Wireless service simultaneously in both Albuguerque and Santa
Fe, N.M. Leap pioneered Cricket service, a flat-rate,
all-you-can-talk local wireless service designed for the mass
consumer market.

' ' The affordability and predictability of our Cricket service are
a perfect fit for both Albuquerque and Santa Fe, which are
home to a diverse population and strong contingent of college
students and active seniors,” said Harvey P. White, Leap's
chairman and CEQ. ~ ~We are confident that Cricket will be a
big hit in these new markets, as it offers consumers and local
businesses an affordable wireless alternative to traditional
landline service."

The service is available in both Albuguerque and Santa Fe, and
as an additional affordable monthly feature, customers can
have service in both markets. Leap has established this two city
service option because of the proximity of the two sister cities
and will evaluate whether it is appropriate on a case-by-case
basis for future market iaunches.

Leap ended 2000 with more than 190,000 Cricket customers in
markets stretching from Salt Lake City to Charlotte, N.C.

About Leap

Leap, headquartered in San Diego, Calif., is a customer-focused
company providing innovative communications services for the
mass market. Leap pioneered the Cricket Comfortable Wireless
service that lets customers make all their local calls from their
home service area and receive calls from anywhere for one low,
flat rate. Leap currently has several new services in
development, including data services designed to further
transform wireless communications for consumers. For more
information, please visit www.leapwireless.com.

Except for the historical information contained herein, this news
release contains ~ ~forward-looking statements," including
statements reflecting management's current forecast of certain
aspects of Leap's future. Forward- looking statements, which
are based upoen certain assumptions and describe future plans,

dr s feapwireless.comypressicontent/ 200 1702 140 1.himl

QWEST TRACK A
EXHIBIT 5

1/23/02 12:33 PM
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strategies and expectations of the Company, are generally
identifiable by the use of the words * " believe," ' " expect,"
"intend,” " “plan,” " "anticipate,” ' "estimate,” ' project” or
similar expressions. These statements are based on current
information, which we have assessed but which by its nature is
dynamic and subject to rapid and even abrupt changes. The
forward- looking statements in this news release speak only of
management's views as of the date of this release and we do
not undertake any obligation to update this information from
this date. Qur actual results could differ materially from those
stated or implied by such forward-looking statements due to
risks and uncertainties associated with our business. Factors
that could cause actual results to differ include, but are not
limited to: changes in the economic conditions of the various
markets our subsidiaries serve which could adversely affect the
market for wireless services; our ability to access capital
markets; our ability to rollout networks in accordance with our
plans, including receiving equipment and backhaul and
interconnection facilities on schedule from third parties; failure
of network systems to perform according to expectations; the
effect of competition; the acceptance of our product offering by
our target customers; our ability to retain customers; our
ability to maintain our cost, market penetration and pricing
structure in the face of competition; uncertainties relating to
negotiating and executing definitive agreements and the ability
to close pending transactions described in this release;
technelogical challenges in developing wireless data services
and customer acceptance of such services if developed; rulings
by courts or the FCC adversely affecting our rights to own
and/or operate certain wireless licenses; and other factors
detailed in the section entitled ~ "Risk Factors'" included in our
Transition Report on Form 10-K for the transition period from
Sept. 1, 1999 to Dec. 31, 1999 and in our other SEC filings. The
forward- looking statements should be considered in the
context of these risk factors. Investors and prospective
investors are cautioned not to place undue reliance on such
forward-looking statements. We undertake no obligation to
publicly update or revise any forward-looking statements,
whether as a result of new information, future events or
otherwise,
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_paying $18 per month

Ignore the Ads:
Calling Prices
Are Rising Again

By DEBORAH SOLOMON
Staff Reporter of THE WALL STREET JOURNAL

Terry Rich remembers when long-distance
calling was a bargain and the big phone compa-
nies fought for her business.

Those days have passed.

After the fierce price wars of the 1990s, long-
distance phone bills are steadily rising for cus-
tomers such as Mrs. Rich, of Upland, Calif. The
chief reason: Companies are tacking on fees and
monthly minimums that are, in effect, inflating
per-minute rates.

The increases are happening as the cost of
providing long-distance service is actually falling.
Technology has made it cheaper than ever to han-
dle calls, and the big long-distance companies
have benefited from cuts of more than $3 billion in
fees they used to pay to the regional phone compa-
nies to complete calls.

“This is an enormous
mess,” says Gene Kim-
melman, co-director of
Consumers Union’s
Washington office.

Certainly, long-dis-
tance rates have
dropped since the tele-
com industry was de- 30 " U
regulated in 1996, with 4
the average consumer 20 :

Going Up

AT&T per-minute charge
for daytime basic
long-distance calls:

404

for long distance in 10 -
2000, down from $21 in
1995, according to the o
Federal Communica- 96 '98 ‘00 02+
tions Commission. Butl *Goes into effect Feb. |

rates haven’'t come Sources: FCC; AT&T

down nearly as much
as people think—and are now rising once again.

For instance, Sprint Corp.’s Nickel AnyTime
plan, which advertises five cents per minute, can
cost the average customer as much as 16 cents
per minute when all the fees, minimums and
in-state costs are factored in. The plan costs five
cents per-minute anytime for long-distance calls
from one state to another. But long-distance calls
within a state can cost as much as 12 cents per
minute. On top of it, the plan charges an $8.95
monthly fee, plus other fees and taxes.

The biggest increase, though, has been in ba-
sic rales, the per-minute prices charged to more
than 25 million customers who don't opt for a
discount-calling plan. The nation’s largest provid-
ers—AT&T Corp.. WorldCom inc.’s MCI Group
and Sprint—have either raised or are planning to
raise their basic rates in coming weeks to as much
as 35 cents a minute during the day from about 26
cents a minute in 2000. When AT&T's rate in-
crease goes into effect next month, evening calls
will jump to 29.5 cents a minute from today’s 25
cents—and up 85% from the 16 cents it charged

DY

oy

-
—

M

Long-Distance Phone Rates Are Rising Again

Continued From Page Bl
just two years ago. :

Fees also are on the rise, and can be
creative. In August, Sprint added some-
thing called the Carrier Property Tax to its
bills. The tax, which amounts to 1.08% of all
interstate and international calls, is sup-
posed to allow Sprint to recover a portion of
the property taxes the company pays.

- Sprint says it makes sure to disclose all

such costs to customers before they sign up.

Perhaps the biggest fee increase is com-
ing from charges to support the federally
mandated Universal Service Fund, which
helps compensate phone companies for pro-
viding service at affordable rates to rural
and low-income customers. This month,
AT&T raised its “universal service fee” to
11.5% of monthly long-distance charges
from 9.9%, saying it needs to recoup what
it pays into the fund. MCI charged custom-
ers 7.2% and Sprint charged 8.4% in late
1999; today, both charge 9.9%.

Providers saythe recent increases are

the product of a competitive landscape,
which has chipped away at revenue and
eroded profits. Even the broad entrance of
the regional Bell companies into long dis-
tance isn't expected to help lower rates.
Because they will stress the convenience
of buying local and long distance together,
“they aren’t going to be the lowest-cost
provider,” says Brian Adamik, president
of Yankee Group, a telecom consulting
firm. In New York state, for example, Veri-
zon’s long-distance rates are comparable
to those of AT&T, MCI and Sprint.

There are still bargains for customers
willing to opt for somewhat lesser-known
long-distance providers, who often resell
the service of AT&T, MCI and Sprint at
reduced rates. Details of many of the
plans can be found at ABTolls.com.

With her bills on the rise, Mrs. Rich
recently switched to an MCI plan that of-
fers 700 minutes for a set amount each
month. “This way I know what I'm paying
each month,” she says.
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Contact Us | Job Listings | Home

'_ A PREMIER PROVYIDER OF ALTERNATIVE LOCAL TELEPHONE SERVICE

CommSouth Products & Services

_Local Service

Comm South provides local residential phone service

P products & Services without:

- credit check
P About CommsSouth - deposit

- identification
4 Employment _ hassle

I contact us - .
Comm South's local phone service includes:

- unlimited local calling
- 911 emergency access

And for an additional charge, add:

call waiting

call forwarding

caller ID

non published number

The optional services listed above are our most popular.
Please check with a Comm South representative for other
available services.

Long Distance

Long Distance service coming soon

e

http://www_commsouth.com/products.html 1/11/02
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» Payday Loans "===._,§~—€__— Deming

» Car Title Loans o

» Fax sending and Texas
receiving El Paso

» Lopies
» Money gram

» Comm south

telephone service
I

2 » Postage stamps
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Alamogordo Cash Advance Info Page 1 of 2

F=Z=Z7Buck$ 5§

1
Fast Cash When You Need It! No Credit Check SRR

T R

Home

THE COST OF CREDIT - FACTS YOU NEED TO

A SHORT TERM LOAN PROVIDES THE CASH NEEDED TO MEE
IMMEDIATE SHORT-TERM CASH FLOW PROBLEM. IT IS NOT
FOR LONGER TERM FINANCIAL PROBLEMS FOR WHICH LONt
FINANCING MAY BE MORE APPROPRIATE. YOU MAY WANT T
YOUR FINANCIAL SITUATION WITH A NONPROFIT COUNSEL
IN YOUR COMMUNITY. YOU WILL BE CHARGED ADDITIONAL
YOU RENEW THE LOAN.

Although payday loans are short-term advances intended to t
quickly, various Truth-in-Lending laws require financing disclc
expressed as an Annual Percentage Rate (APR), or the cost of
advanced to you expressed as an annual rate. This requirem
uniformity among various credit sources, so you can compare
make the choice that is right for you.

For the example below we use a $100 loan that is due in 14 ¢
APR will not change based upon the amount of time your loar
Consequently if you pay later than the agreed upon date, you
more interest. There is no refund of interest for early repayn

A B C
Annual Percentage Finance Charge Amount Financed

Rate The dollar amount the | The amount of the loa
The cost of your credit credit will cost you provided to you
based on an annual rate
of interest

651.79% $25.00 $100.00

http://www.fastbucks.net/apr.html 1/11/02
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PLEASE STATE YOUR NAME, BUSINESS ADDRESS AND CURRENT

RESPONSIBILITIES.

My name is Diane F. Roth. 1 am employed by AT&T as an Assistant Vice President in
the Law and Government Affairs Department. My business address is 1875 Lawrence
Street Denver, Colorado 80202. I am responsible for state government matters,

regulatory and legislative for three states: Colorado, New Mexico and Wyoming.

PLEASE DESCRIBE YOUR QUALIFICATIONS, EXPERIENCE AND

EDUCATION.

I have been employed in the telecommunications industry for over twenty years,
beginning my career at AT&T Long Lines in the Sales department in 1977. After
working in the Network Department, I transferred to Mountain Bell and worked in the
Marketing and Business Services departments. Shortly before the divestiture (late 1983),
I joined AT&T’s External Affairs department (later renamed Government Affairs), and
worked on state regulatory cases in Arizona and Utah. In 1995, | was promoted to
Assistant Vice President in the Law and Government Affairs department handling Utah
regulatory. In February of 1996, I accepted the position encompassing responsibilities in
Colorado and Wyoming. In November of 2001, New Mexico was added to my

responsibilities.

I received a Bachelor’s Degree in Liberal Arts, magna cum laude, in 1977 from Colorado
Women's College. I attended graduate school at the University of Southern California

and completed coursework toward an MBA. I attended numerous educational seminars



throughout my career including courses at the University of Michigan and the Brookings

Institution.

WHAT IS THE PURPOSE OF YOUR TESTIMONY?

My testimony examines some of the assertions made by Qwest witnesses John W. Badal
and David L. Teitizel concerning the extent to which local exchange service is provided
to residential customers in New Mexico by carriers competing with Qwest, both through
resale and other means. By examining the Qwest witness’ assertions with a critical eye
for detail and common sense, I demonstrate that Qwest still has not provided sufficient
evidence to modify the conclusion in the Facilitator’s report from the multi-state “271"
proceeding. The Facilitator found that Qwest has not satisfied Track A in New Mexico,
for reason of its failure to provide substantial evidence that competitors are serving
residential end users. While Qwest has provided some additional information in its
testimonies of November 16, 2001, that information is insufficient to prove that
residential alternatives exist and are being used by customers instead of Qwest local
service. Qwest’s new information is largely anecdotal. In addition, some of the new
information quite alarmingly demonstrates the decline of competitive alternatives for

residential customers in New Mexico.

PLEASE EXPLAIN THE ALARMING TREND OF DECLINING COMPETITIVE
ALTERNATIVES FOR NEW MEXICO RESIDENTIAL TELEPHONE

CUSTOMERS.

What is alarming about Qwest’s testimony is that it demonstrates a [PROPRIETARY:

XX %] decline in competitors’ access lines that use UNE loops and resale. Qwest



wholesale services (i.e. UNE loops and resale access lines ) declined by

[PROPRIETARY: XXXX] access lines in just five months, as shown by the following

data produced by Qwest in this case. This sharp decline in the use of Qwest wholesale

services by competitive local exchange carners (CLECs) is evidence of a decrease in

competition.
as of 4/30/01" as of 9/30/017
UNE loops [PROPRIETARY: XXXX] 3,925
resold lines [PROPRIETARY: XXXX] 2,093

total wholesale lines [PROPRIETARY: XXXX]

the wholesale decline between 4/30/01 and 9/30/01:

number of access lines: [PROPRIETARY: XXXX]
percent of access lines: {PROPRIETARY: XX%)

6,018

Focusing only on residential resale the trend is equally alarming because residential

resale access lines have also plummeted nearty by [PROPRIETARY: XXXX].

as of 4/30/01 as of 9/30/01

residential resold
lines [PROPRIETARY: XXXX]

decline between 4/30/01 and 9/30/01:
number of access lines: [PROPRIETARY: XXXX]
percent of access lines: [PROPRIETARY: XX %]

1,829

' See Supplemental Direct Testimony of David L. Teitzel, Utility Case No. 3269, November 16, 2001, (hereafter

“Teitzel Supplemental Direct”) Attachment A. (Confidential)

? See Qwest response to Data request n0.04-011 of the New Mexico State Corporation Commission Staff in Utility

Case No. 3269, Attachment A. (Non-Confidential)
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Q. DO YOU AGREE WITH MR. TEITZEL THAT THE NET REDUCTION IN
RESOLD RESIDENTIAL ACCESS LINES MAY JUST BE AN INDICATION OF
A SHIFT IN NEW MEXICO CLEC COMPETITIVE STRATEGIES AWAY

FROM RESALE??

A. No, 1 believe the sharp decline in resold lines is more than just a shift away from resale.
The dramatic decline in CLEC access lines using wholesale services of Qwest, both UNE
and resale, is indicative of the decline in the entire CLEC industry. As I previously
discussed, the dechine approaches 50% in less than six months, and encompasses CLEC
use of both UNE loops and resale. If that trend continues, we are likely to see the demise

of CLEC competitive services.

Q. PLEASE COMPARE THE SUBSTANTIAL DECLINE IN CLEC ACCESS LINES
PROVISIONED THROUGH QWEST’S WHOLESALE UNE LOOP AND
RESOLD SERVICES WITH THE DECREASE IN QWEST’S RESIDENTIAL
ACCESS LINE BASE CITED IN THE AFFIDAVIT SUBMITTED WITH THE

NOVEMBER 16, 2001 TESTIMONY OF JOHN BADAL IN THIS CASE.*?

A Mr. Badal notes that Qwest’s residential access lines decreased by 3,014 during the
period from 12/2000 through 7/31/2001. By comparison, this decrease pales in
comparison to the CLEC decline I have previously explained. Because the Qwest
residential access line base is so large, the decrease in access lines amounts to less than

1%. The precise calculation is that Qwest’s residential access line base only decreased

? See Teitzel Supplemental Direct, p. 7.
* See Affidavit of John Badal, November 16, 2001, page 2.
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by .49%. while CLEC lines provisioned on Qwest’s wholesale services decreased

[PROPRIETARY: XX%]. The huge contrast in these percentages of access line

decreases makes it difficult at best for Qwest to prove its case for residential competition

under Track A. In other words, how can Qwest prove the existence of residential
competition when its retail base has barely changed, but the CLEC base has sharply

declined in a few short months?

DO YOU AGREE THAT THE SMALL DECREASE IN QWEST’S
RESIDENTIAL RETAIL ACCESS LINE BASE IS DUE TO CUSTOMERS
OPTING FOR ALTERNATIVE OR COMPETITORS’ SERVICES IN NEW

MEXICQ?

No. Mr. Badal provided some anecdotal information about houstng starts in two counties
and claimed that because housing starts in these locations had increased, Qwest had lost
customers to competitors. His analysis did not include any review of housing starts in
any other counties or Jocalities, nor did 1t review any other economic indicators such as
unemployment data. Discovery responses AT&T 01-20 and 01-23 are attached to my
testimony as Attachments | and 2, confirm these facts. Simply put, Mr. Badal’s
testimony lacks factual data to contend that Qwest lost residential customers to

competitors.

DID YOU FIND ANY ECONOMIC INFORMATION THAT THE COMMISSION
MAY WANT TO REVIEW AS AN INDICATOR TO HELP EXPLAIN THE

SMALL DECREASE IN QWEST’S RESIDENTIAL ACCESS LINE BASE?



21

n

Yes. According to the New Mexico Department of Labor, unemployment has increased
statewide in a one-year period from 4.9% to 5.6%. See Attachment 3 to my testimony
which is a summary the county and metropolitan statistical area unemployment rates.
This increase in unemployment in the state could help to explain why Qwest’s residential
access line base decreased. Higher unemployment generally means citizens have less
income to spend. This in turn could result in a decision to disconnect from the network,

even if temporarnly.

DID AT&T OBTAIN ANY OTHER INFORMATION THAT PROVIDES
ADDITIONAL INSIGHT INTO THE SMALL DECREASE IN THE QWEST

RESIDENTIAL ACCESS LINE BASE?

Yes, in discovery AT&T asked for the number of Qwest residential retail accounts that
have been suspended or disconnected because payment was delinquent or not made. The
question (01-018) and Qwest proprietary response are attached to my testimony as
Confidential Attachment 4. The response shows that in some months nearly all or all of
the decrease in residential access lines cited by Mr. Badal could have resulted from lines

disconnected because the bills were not paid.

PLEASE COMMENT ON THE REPORT APPARENTLY PROVIDED BY THE
E911 DATABASE VENDOR, INTRADO, TO QWEST THAT IS CITED ON

PAGE 4 OF THE AFFIDAVIT ATTACHED TO THE TESTIMONY OF MR,

BADAL.

1 have not seen this report, but the mention of it provokes more questions than answers in

this case, especially given the trend in wholesale services. Before relying on the



characterization of the results of the Intrado report, the Commisston should validate that
the data is current and accurate. Without further investigation of this alleged report, the

mere mention of it in Qwest testimony should not be used as evidence of competition.

SHOULD THE COMMISSION BE ASSURED THAT THE REPORTED
NUMBER OF RESIDENTIAL TELEPHONE NUMBERS IN THE 911

DATABASE ARE INDEED ACCURATE?

While one would hope so, that has not been my experience. I have worked with 911 and
E911 services in Colorado, and know that a major issue there revolves around
inaccuracies in the database in that state, also maintained by Intrado. Accordingly, I
recommend that the Commission ask for more data, and to the extent possible, audited
data from the Intrado database concerning restdential telephone numbers, if this
information is going to be used to support a finding of Track A compliance by Qwest in

New Mexico.

PLEASE COMMENT ON THE TESTIMONY AND AFFIDAVIT OF QWEST
WITNESS JOHN BADAL AND HIS ASSERTIONS ABOUT CRICKET

WIRELESS SERVICE.

Mr. Badal’s testimony and affidavit largely rely on Cricket Wireless Service to attempt to
make the case for Track A residential competition for Qwest. However, the vast
majority of the information he presents is anecdotal and insufficient to prove Cricket is
being substituted as a replacement for Qwest’s telephone exchange services for purposes

of Track A.



WHAT STANDARDS SHOULD THIS COMMISSION USE TO DETERMINE IF

PCS WIRELESS SERVICES MEETS THE TRACK A REQUIREMENTS?

The Federal Communications Commission (FCC) describes the standards that this
Commission should use to determine whether or not PCS service constitutes telephone
exchange service for purposes of Track A in the Second BellSouth Louisiana 271 Order.”
Mr. Badal’s testimony references this FCC order, but in an incomplete fashion. The
order at paragraph 31 states that “evidence of marketing efforts by broadband PCS
providers designed to induce replacement” may be relevant to an examination of Track

A compliance. However, the FCC instructs that in order to meet Track A, Qwest must :

a. Show that the PCS wireless service is being used to replace wireline service,
not just supplement it, and

b. Provide evidence such as a study or survey showing that customers are
actually subscribing to Cricket service in lieu of Qwest service.

DOES QWEST PROVIDE EVIDENCE TO DEMONSTRATE A. AND B. IN

YOUR PREVIOUS RESPONSE?

No. Mr. Badal’s testimony contains three affidavits from consumers apparently using
Cricket Wireless Service as either a supplement to or replacement for Qwest local
service. Three affidavits do not constitute a study or survey in accordance with the FCC
order. Three affidavits are not conclusive evidence. We cannot tell based on the
information in this case if customers are using Cricket Wireless to replace Qwest

residential local service.

3 Memorandum Opinion and Order. Application of BellSouth Corporation, BeliSouth Telecommunications, Inc., and
BellSouth Long Distance Inc., for Provision of in-Region, InterLATA Services in Louisiana, 13 FCC Rcd. 20599,
1998WL712899, paras. 31 and 32, footnotes omitted.



In fact, Qwest even answered AT&T data requests saying that it does not track the
number of customers who disconnected Qwest service in order to replace it with Cricket
Wireless Service. See discovery question and response AT&T 01-002 attached to my

testimony as Attachment 5.

In addition, Qwest inappropriately relies solely on a statement made by Cricket’s General
Manager, John Clark, in the Albuquerque Journal on February 22, 2001 to estimate that

Cricket has taken 7% of Qwest’s residential access lines as of September 30, 2001°:

Ciark said another Cricket bonus is that the affordable service is great for
parents who are thinking of adding a second line for the kids.

“Except it comes with the added advantage of mom and dad being able to

keep track of them,” Clark said, adding that it is up to the kids to answer
the phone.

“One thing we are noticing is over 7 percent of our customers are cutting
their home phone services,” Clark said.

The phrase “cutting their home phone services” could mean any number of things, from
discontinuing voice mail or other vertical services to foregoing a second line. Qwest did
not provide any studies or statistically valid information to show that customers are
actually subscnbing to PCS wireless service in lieu of Qwest service. Qwest merely
assumes the 7 percent as a replacement for Qwest residential service without knowing
whether or not it is true. The statement that 7 percent of customers are cutting home
phone services could mean that customers may be substituting Cricket Wireless for
additional lines, in addition to perhaps, replacing Qwest wireless services. The

Commission should dismiss Qwest’s unproven assumption because Qwest has failed to

% See footnote 2.



provide the necessary information to determine whether or to what extent Cricket

Wireless is being used to replace or supplement Qwest local residential service.

WHAT DOES THE FCC’S SECOND BELLSOUTH LOUSIANA 271 ORDER
INSTRUCT IN TERMS OF DEMONSTRATING ACTUAL CUSTOMER
BEHAVIOR TO SHOW THAT PCS WIRELESS SERVICE IS BEING USED AS A

REPLACEMENT FOR WIRELINE LOCAL SERIVCE?

The FCC’s order, in paragraph 32, is clear that “(A)ctual customer behavior is more
persuasive than price comparison studies alone because of the advantages and
disadvantages associated with PCS and wireless telephone service.” Thus, it is
preferable to provide the results of a statistically valid consumer survey rather than a
mere price companson when examining whether wireless PCS service has become a true
substitute for land line service. Except as noted below, Qwest has failed to provide such

a survey here.

ARE THERE ADVANTAGES AND DISADVANTAGES TO USING WIRELESS

SERVICES?

Yes. There are differences in wireless services and Qwest’s wireline local service.
Accordingly, they are not 100% substitutable. While wireless service has some
preferable aspects for some users of just voice communications, namely portability and
convenience, wireless has some drawbacks. One drawback is that wireless typically has
a lower transmission quality. Subsequently, calls can be subject to noise or being cut-off,

Second, wireless does not typically support data transmission or Internet usage,

10



HAS QWEST CONDUCTED ANY STUDIES CONCERNING CUSTOMERS’

EXPECTED BUYING BEHAVIORS FOR WIRELESS SERVICE?

Yes. Qwest conducted a proprietary survey, attached to my testimony as Confidential
Attachment 6, the survey shows that [PROPRIETARY: XXXXXXXXXXXXXXXX
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX

XXXXXXXXXXXXXXXXXXXXXXX.]

PLEASE SUMMARIZE YOUR TESTIMONY AND PROVIDE YOUR

RECOMMENDATION TO THE COMMISSION.

As I have detailed throughout my testimony, Qwest provided additional anecdotal
information in its testimony, but this additional information is not evidence of residential
competition. Therefore, the additional information is insufficient to modify the findings
by the Facilitator in the multi-state 271 proceeding. Qwest has still not proven the
existence of residential competition sufficient to meet the Track A. Nevertheless, Qwest
has indeed shown that residential competition has sharply declined in five months in New

Mexico.

Accordingly, I recommend the Commission uphold the findings in the Facilitator’s

Report.

DOES THIS CONCLUDE YOUR TESTIMONY?

Yes.

11



Attachment 1

New Mexlco
Utility Case No. 3269
AT&T 01-020

INTERVENOR: AT&T Communications of the Mountain States, Inc.

REQUEST NO: 020

Has Qwest researched new housing starts or permits for any other New Mexico
locality or county other than those provided in the Affidavit of John Badal
dated October 5, 2001? If so, please provide all back-up information,
documentation, and evidence supporting your answer.

RESPONSE:

Qwest objects to this Request because it violates the attorney-client
privilege and the attorney work-product doctrine. Qwest also ocbjects to this
Request because it seeks information that is highly confidential, proprietary,
competitively sensitive, and not reasonably calculated to lead to the
discovery of admissible evidence. Subject to and without waiving the
objection, Qwest states: No.

Respondent: Michael Horcasitas, Staff Advocate, Policy & Law



Attachment 2

New Mexico
Utility Case No. 3269
AT&T 01-023

INTERVENOR : AT&T Communications of the Mountain States, Inc.

REQUEST NO: 023

Has Qwest reviewed or researched unemployment figures for the state of New
Mexico in connection with the preparation of its case here? If so, please
provide all back-up information, decumentation, studies, and evidence support

your answer.

RESPONSE:

Qwest objects to this Request because it violates the attorney-c<lient
privilege and the attorney work-product doctrine. Qwest also objects to this
Request because it seeks information that is highly confidential, proprietary,
competitively sensitive, and not reasonably calculated to lead to the
discovery of admissible evidence. Subject to and without waiving the
objection, Qwest states: No.

Respondent: Michael Horcasitas, Staff Advocate, Policy & Law



Attachment 3

New Mexico Department of Labor
County Unemployment Rate Rankings'

AREAS OCT 2000 SEPT 2001
RATE RATE
Statewide’ 4.9% 5.6%
Mora 15.7% 11.4%
Luna 15.3% 14.5%
Taos 11.3% 10.8%
Chaves 9.0% 7.8%
Guadalupée’ 8.3% 8.6%
Hidalgo 7.7% 8.7%
Catron 7.5% 5.7%
McKinley 7.4% 6.7%
Cibola 7.2% 6.8%
San Juan 7.2% 6.9%
Eddy 6.9% 6.3%
Rio Arriba’ 6.6% 7.2%
Grant’ 6.3% 9.0%
Otero’ 6.2% 6.5%
San Miguel 6.2% 7.8%
Las Cruces MSA** 6.0% 7.0%
Socorro® 5.8% 6.9%
Torrance 5.6% 5.4%
Colfax 5.5% 5.5%
Lincoln 5.2% 4.8%
Lea 4.5% 4.0%
Quay’ 4.5% 5.5%
Curry 4.1% 4.0%
Harding’ 4.0% 4.3%
DeBaca’ 3.7% 5.7%
Albuguerque MSA™>* 3.4% 4.9%
Roosevelt 3.4% 3.3%
Sierra 3.3% 5.6%
Santa Fe MSA°° 2.7% 3.0%
Union 2.7% 2.3%

"Source: http://www.state.nm.us/dol/dol_crank_html

? Area Unemployment has increased

* Metropolitan Statistical Area - Dofta Ana County

* Metropolitan Statistical Area — Bernalilio, Sandoval & Valencia

° Metropolitan Statistical Area — Santa Fe and Los Alamos Counties



Attachment 4

New Mexico
Utility Case No. 3269
AT&T 01-018

INTERVENOR: AT&T Communications of the Mountain States, Inc.

REQUEST NO: 018

For each month from December, 2000, to the present, how many Qwest
residential local access lines in New Mexico were suspended and/oxr
disconnected for nonpayment?

RESPCONSE:

Qwest objects to this Request to the extent it seeks confidential customer
information, the disclosure of which would violate Qwest’s statutory or other
legal obligations and/or customers’ constitutional, statutory, or other legal
privacy rights. Qwest also objects to this Request because it seeks
information that is highly confidential, proprietary, and competitively
sensitive. Subject to and without waiving the objection, Qwest states:

See Confidential Attachment AT&T 01-018, which displays the number of
residential accounts, by month, from December 2000 through October 2001 for
which service was suspended for non-payment, as well as the number of
accounts that were subsequently disconnected for non-payment. Note that the
accounts disconnected for non-payment were all initially suspended for
non-payment, so the numbers shown on the line entitled "# disconnections for
non-pay issued®" are a subset of the numbers shown on the line entitled "#
suspensions of dialtone for non-pay issued.®

Respondent: David Teitzel, Senior Staff Advocate, Policy & Law



Attachment 5

New Mexico
Utility Case No. 3269
AT&T 01-002

INTERVENOR: AT&T Communications of the Mountain States, Inc.

REQUEST NO: 002

Please provide a monthly breakdown of the number of a} residential and b)
business customers disconnecting Qwest local exchange service in order to
replace their landline local exchange service with the wireless service
offered by Cricket.

RESPONSE:

a) Qwest objects to this Regquest because it is not reasonably limited in time
or scope, and seeks information that is highly confidential, proprietary, and
competitively sensitive. Subject to and without waiving the objection, Qwest
states:

Unknown. Owest does not specifically track the number of customers who
disconnected service in order to replace their landline local exchange service
with the wireless service offered by Cricket.

Qwest notes further that counting only those customers who have actually
disconnected their Qwest landline local exchange service seriously
underestimates the extent to which New Mexico customers are substituting
Cricket wireless service for Qwest landline service. Qwest’'s services would
not be disconnected where a residential customer has purchased Cricket’s
services in lieu of installing a second telephone line from Qwest, for
example, or where a customer uses Cricket from the ocutset and never
establishes landline service at all.

b) Qwest objects to this Request because it is not reasonably limited in time
or scope, and seeks information that is highly confidential, proprietary, and
competitively sensitive. Qwest also objects to this Request because it seeks
information about business customers and the business market that is
irrelevant and not reasonably calculated to lead to the discovery of
admissible evidence as a matter of law. The Commission has limited the scope
of this evidentiary proceeding to "{(i) examining the information contained in
the Affidavit of John W. Badal that purports to ‘document certain updated and
additional information . . . regarding the extent to which local exchange
service is provided to residential customers in New Mexico by carriers
competing with Qwest’, and {(ii) examining Qwest’s evidence regarding the
nature and extent of the provision of residential local exchange service
through resale." See Procedural Order Regarding Track A at 7 gquoting
Affidavit of John W. Badal at 1. Subject to and without waiving the
objection, Qwest states:

Unknown. Owest does not specifically track the number of customers who



Attachment 5

disconnected service in order Lo replace their landline local exchange service
with the wireless service offered by Cricket. Qwest notes further that
counting only those customers who have actually disconnected their Qwest
landline local exchange service seriously underestimates the extent te which
New Mexico customers are substituting Cricket wireless service for Qwest
landline service. Qwest’s services would not be disconnected where a
residential customer has purchased Cricket’s services in lieu of installing a
second telephone line from Qwest, for example, or where a customer uses
Cricket from the outset and never establishes landline service at all.

Respondent: Michael Horcasitas, Staff Advocate, Policy & Law
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